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AGGREGATED CAPITAL. 



Mr. Chancellor and Members of the University : 

I desire it to be understood that I am neither a public 
lecturer nor a political economist. Still less, I am very 
sorry to say, am I a capitalist. I shall treat the subject 
upon which you have invited me to speak this evening as a 
practical man, and from an historical rather than theo- 
retical point of view. 

To study the history of aggregated capital one must be- 
gin at a comparatively recent date. The ancient world 
knew little about it Wealth, in the hands of single in- 
dividuals or families, accumulated to wonderful propor- 
tions, but it was unproductive wealth. Business was too 
ignoble for the Egyptian, the Greek, the Roman aristo- 
crat. Plato, in his laws, ordered a citizen to be pun- 
ished if he attempted to ooncem himself with trade. Au- 
gustus is said to have condemned a senator to death be- 
cause he so degraded himself as to engage in manufacture. 
Rome obtained her wealth by plunder, not by production. 
Hence, these nations knew little of capital as we are to 
consider it this evening — wealth used in reproducing 
wealth; still less did they know of aggregated capital — 
large capital composed of aggregations of the smaller cap- 
itals of persons associated in trade. 
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Little did that great commercial nation, England, know 
of aggregated capital until within the last three centuries. 
Prior to that time wealth was almost solely in landed es- 
tate, or in personal property used for hoarding or display. 
Trade was considered unworthy of a freeman. The busi- 
ness man, or shopkeeper, is still looked upon with con- 
tempt by the English landed aristocracy, a survival from 
those old days. Then there was little demand for active 
capital and none for aggregated capital. There were no 
banks in which small savings might be placed for use as 
an aggregated mass. Outside of farm labor there were 
no employers or employees. The tailor needed only his 
goose and needles, the tinker his pot and irons, the cobbler 
his hammer and last, the farmer his plow and spade, and 
the few tools necessary to manufacture his wool, flax and 
skins, for his own use. 

Now all is changed. Individual labor, where a man is 
at once master and man, is almost unknown, except re- 
mote from the* great centres of trade. Labor is divided 
and subdivided, and is carried on by means of costly ma- 
chinery in great factories. Workingmen are hands, and 
are subject to the directions of superintendents. The 
smoke of the workshops and the railways carrying 
products befoul the landscape and vex the hearts of John 
Ruskin and his sentimental followers; trade strikes and 
riots are known ; capital and labor are, or are said to be, 
at enmity. For this aggreggated capital is responsible, be- 
cause without aggregated capital commerce and manu- 
factures are impossible. 

Surely those must have been idyllic days before the 
gfreat change. The farmer plowed his soil and called no 
man master ; the plow-boy went merrily whistling to his 
work as the sun rose above the hills; the milk-maid 
skipped over the dewy fields; the harvest was gathered 
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home with songs and rejoicing; the villagers danced at 
eve about the beribboned May-pole. All was like a scene 
in an opera and just as real. No such days existed except 
in the imagination of poets. England, prior to the days 
of the introduction of machinery and her extensive manu- 
factures and commerce, was a very different land from 
that pictured. The mass of the people lived in abject pov- 
erty. Their food was peas, black bread, fern roots and the 
bark of trees. Their clothing was of leather or their limbs 
were wrapped with wisps of straw. Their thatched huts 
were without chimneys or glass ; a hole in the roof partly 
carried off the smoke from the fire on the mud floor, and 
the fire had to be covered at the ringing of the curfew 
bell. Many of the people were as savage as Indians. 
Half-naked women chanted wild measures, while the men 
with brandished clubs danced a war-dance. One-half of 
the families did not know the taste of fresh meat, and 
most of the other half had it but once a weejc. Roads were 
mere gullies filled, in wet weather, with mud, through 
which travelers floundered on foot or on horseback. The 
king and court traveled in carts drawn by oxen. The first 
carriage was introduced in 1561. It was deemed a sinful 
luxury, and was denounced as "a temple in which canni- 
bals worshipped the devil." The houses were without 
ventilation ; the floors were covered with rushes, the bot- 
tom layers of which were left untouched sometimes for 
twenty years, alive with vermin and foul with unspeakable 
abominations. The house servants went about naked or 
in extremely filthy garb, and slept on the ground by the 
fireside at night. Noblemen were destitute of comforts 
which are now the necessties of every workingman. Clean 
shirts were almost an unknown luxury: the coat-sleeve 
served the purpose of a handkerchief. The purest coun- 
try air was fouler than the air of our city slums; the 
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death-rate was double that of to-day, and men were old 
at forty. The people were as degraded mentally and 
morally as physically; a majority of members of Parlia- 
ment could neither read nor write; religion consisted in 
reciting the catechism or in ecstatic visions ; the cart ever 
creaked on its way with victims to Tower Hill or Smith- 
field or Tyburn. 

Such was "Merrie England," such the "golden age'* of 
the past, to which imaginative men would have us return, 
and to which we will return when we shall have abolished 
trade combinations and the aggregations of capital which 
alone render modem industry possible. 

The great factors of modern progress have been as- 
sociations of individuals and combination of capital in 
business. Without this, commerce, manufactures, busi- 
ness, in the modern sense of these words, cannot exist. 
While England was still in a state of semi-barbarism, 
other nations had experienced the light of civilization, 
and the path of commerce and civilization was identical. 
In all ages and countries commercial centres have been 
the centres of culture, arts and sciences. It is only neces- 
sary to refer to Carthage, Corinth, Athens, Alexandria, 
Palmyra, Rome. During the dark ages civilization was 
preserved by the commercial Arabs, and had its seat in 
their beautiful cities in Arabia, Africa and Spain, and 
after the dark ages it was restored to the West through 
commerce. The Venetians, the Genoese, the Florentines, 
and after them the Portuguese and the Netherlanders be- 
gan to learn the powers of association and of aggregation 
of capital. They established banks; they formed great 
combinations for trading purposes, such as in modem 
days would be called trusts; they sought for treasures 
in distant lands; they covered all known seas with their 
commerce. Trace the paths of this trade from the direc- 
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tion of the rising to the setting sun, through Venice, Flor- 
ence, Genoa, the free cities of the Rhine and the Nether- 
lands, and you trace the direct and almost contemporane- 
ous path of knowledge, enlightenment, arts, culture, com- 
fort, and all that makes civilization. 

The Hanseatic League, a trust which embraced not only 
thousands of persons, but cities and states, with capital 
without limit, penetrated the known world, kept free the 
paths of commerce from the freebooters which preyed 
upon it, and redeemed the north of Europe from bar- 
barism. The great East India trading companies not 
only discovered America and opened up the treasures of 
many lands, they brought also to Europe the arts and 
learning of the world. Still better, by association of mind 
with mind, like flint striking on steel, mental fire was 
created, thought was developed and Europe evolved a 
civilization far in advance of that of other lands. 

It was not until the close of the sixteenth century that 
England began to feel the spirit and effects of association 
of persons and capital, and of the extended commerce 
they made possible. The defeat of the Armada and the 
decadence of Spain opened the seas to English merchants. 
In 1553 a great company was formed to trade with Rus- 
sia. In 1578 Drake circumnavigated the globe. In 1600 
the first English East India Company was formed. In 
a few years Englishmen were buzzing over the world, 
taking possession by their associated companies of old 
and new continents. The American colonies were formed 
by chartered corporations whose capitals were subscribed 
by English merchants. Such were the Virginia compa- 
nies, the West India Company, the New England Com- 
pany and a host of others. They were mere trading 
companies. The Pilgrim fathers tried, but could not ob- 
tain a charter; their enterprise, however, was fostered 
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and encouraged by the London Company and the Plym- 
outh Company, which companies had sent expeditions 
tc, and had fully mapped, the coast of New England be- 
fore the Pilgrims landed. The cynic who said the Pil- 
grims came here for "God and gain" was truthful, but 
not necessarily reproachful. The act which has God and 
gain for its motive is not likely to be wrong. 

Almost contemporaneously the condition of England 
began to improve. Pavements were laid in the filthy 
streets of London, and their darkness was, if not dispelled, 
at least made visible. The smoky and unwholesome cot- 
tages began to give place to houses of brick and stone with 
rooms "large and comelie" and lighted with windows. 
Stoves were introduced. Men began to experience the 
luxury of being warm. Beds with bolsters took the place 
of the floor with logs. Clean wood floors and even car- 
pets appeared instead of vermin-infested and filthy rushes. 
Shirts began to be worn and even washed ; and handker- 
chiefs usurped the place of the coat sleeve. It was the 
inevitable result. It is with men as with wind and water, 
movement means life, stagnation means death. Capital is 
the force which vitalizes society. 

But still a new era was to dawn for England. Com- 
merce made manufactures necessary and necessity stimu- 
lated invention. In 1769 Hargreaves invented the spin- 
ning jenny, and soon after Watt invented the steam en- 
gine. Henceforth labor was to be conducted less and less 
by the vital force of man, more and more by the forces 
of nature guided and governed by man's intelligence. 
The co-operation of many men and the aggregation of 
their small capitals was necessary to erect factories, to 
purchase machinery, to organize labor and to secure its 
results by opening markets for the exchange of manufac- 
tured products among all peoples. This was followed by 
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the railway, for which capital in still large and larger 
aggregations was required, and thus the world was revo- 
lutionized. 

"England," to use the words of Daniel Webster, "be- 
came a power to which Rome, even in the height of her 
glory, was not to be compared — a, power which has dotted 
the whole surface of the globe with her possessions and 
military posts — whose morning drum-beat, following the 
sun, and keeping company with the hours, circles the 
earth daily with one continuous and unbroken strain of 
martial airs." But far better than her military prowess, 
the air that encircles the earth, and swings with it in its 
revolutions, throbs through all its wide expanse, and in 
every moment of its daily progress with the roar and clat- 
ter of machinery of the English-speaking people. 

"The ships that pass between land and land are like 
the shuttles of the loom weaving their web of concord 
among the nations." May their good work prosper until 
all natiops shall learn that their true glory lies in work and 
not in war, and until everywhere the throb of machinery 
shall replace the throb of war-drums. 

Not labor alone, not machinery alone, but labor made 
possible, and machinery constructed, organized and moved 
by aggregated capital, has fertilized deserts, dried up 
marshes, kept a million spindles in motion and a million 
wheels revolving, opened mines, utilized coal and metals, 
converted mountain crags and clay into comfortable 
dwellings, filled the seas with the white sails of commerce 
and the air with the smoke of manufactures, bound lands 
together with steel rails, made waters and winds and 
lightnings our servants, brought man in contact with man 
and mind with mind, inspired thought, created civiliza- 
tion, penetrated the unseen, discovered the unknown, and 
made all nature subservient to the human race. 
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To Stop co-operation of individuals and aggregation 
of capital would be to arrest the wheels of progress — ^to 
stay the march of civilization — ^to decree immobility of 
intellect and degradation of humanity. 

You might as well endeavor to stay the formation of 
the clouds, the falling of the rains, or the flowing of the 
streams, as to attempt by any means or in any manner 
to prevent organization of industry, association of per- 
sons, and aggregation of capital to any extent that the 
ever-growing trade of the world may demand. 

So far, you may say, I have been dealing in glittering 
generalities. I shall descend to particulars to show how 
capital through manufacture and commerce has benefited 
mankind. 

The object of all labor is to supply human wants, and 
want is the incentive to all human progress. The wants of 
the barbarian are few, the wants of the civilized man 
many. The greater our wants the higher our life. The 
liighest good will be obtained when all the reasonable 
wants of civilized man are supplied with the lea*st labor. 
Nature is able to supply all our wants without undue toil 
if we rightly know her laws and wisely utilize her forces. 
Rightly to know is the province of knowledge. Rightly 
to utilize is the province of capital. In addition to the 
grosser material wants, every human being needs, and is 
■entitled to time for repose, time for recreation, time to 
exercise his mental faculties, time to enjoy his home and 
Ills family. This becomes possible just in proportion as 
the use of capital and machinery makes work more ef- 
fective, and enables man to produce most with the least 
labor. 

Homer says twelve women were constantly employed 
grinding grain in the house of Penelope, probably one 
grinder to supply twenty-five bread-eaters. Now, the 
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labor of one man, aided by the force of nature which is 
supplied by the force of capital, produces flour for 4,000 
persons. 

But little over a century since the steam spindle and 
loom were set in operation. Now a cotton spinner effects 
the results which were obtained by the labor of 320 men in 
1769. One operator in a cotton factory supplies the 
wants of 250 men ; in a woolen factory of 300 men ; in a 
shoe factory of 1,000 men. In the Pyrenees iron is still 
produced as it was centuries ago. One man produces 
about thirteen pounds per day. At a modern blast fur- 
nace the labor of one man is equal to the production of 
500 pounds per day of a far better product. 

A man will carry 66 pounds twelve miles per day over 
bad roads. A horse will carry 440 pounds. A locomo- 
tive will draw 175 tons a greater distance in an hour at a 
cost of six-tenths of a cent per ton per mile. 

But, it is often asked, in what way is the workingman 
benefited by this? If a machine does the work of 320 
men, are not that many men thrown out of employment? 

The first effect of machinery is to displace labor and 
thus to create temporary hardship. Its secondary effect is 
to create a demand for additional labor, while at the same 
time it increases the wages of labor and decreases the 
price of products upon which the laborer subsists. Labor 
multiplies and extends in all directions in proportion as 
capital furnishes man with the means of labor. 

In England before the invention of the spinning jenny 
there were 5,200 spinners and 2,700 weavers. Ten years 
later there were 105,000 spinners and 247,000 weavers. 
In 1833 there were 487,000 spinners and weavers. To- 
day, taking the collateral industries dependent upon the 
cotton, woolen and f!ax industries, not less than 2,000,000 
persons are employed instead of the 8,000 employed at 
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the time the spinners and weavers broke the machines 
because they destroyed labor. 

The railways displaced the freight wagons and stage- 
coaches, and many a Tony Weller lamented that honest 
industry was destroyed. Now the railways of the United 
States alone give emplo)rment to an army of 750,000 men, 
not including the army engaged in the collateral indus- 
tries necessary to maintain liie tracks, machinery, etc., 
nor the still larger army engaged in the hundreds of in- 
dustries which, without railways, could not exist. Thus 
one industry creates another. Aggregated capital and 
organized industries are synonymous terms. Railroads, 
tt.'legraphs, manufactories, are simply utilized capital, by 
which labor is made possible and effective. 

While it is usually admitted that capital, by building up 
these wonderful industries, has enlarged the demand for 
labor, the assertion is made and repeated that the wages 
of the laborer have not been increased nor his condition 
improved. The capitalist prospers, the laborer is op- 
pressed. The rich become richer, the poor poorer. 

The fact is that in poportion to the effectiveness of 
machinery in creating wealth cheaply, the wages of the 
laborer are increased, his hours of labor are shortened, 
and the prices of products which he consumes lessened. 
Whenever capital is small we find more laborers to ac- 
complish a given result, less effective work, longer hours, 
lower rate of wages, higher cost of products. 

In 1800 the weaver could buy ten yards of cloth with a 
week's wages. In 1890 he could buy 150 yards and work 
thirty hours less per week. 

Another fact speaks volumes. In England the con- 
sumption of sugar has within the last fifty years multi- 
plied five times for each person; of tea, four times; of 
butter, seven times; of bacon and ham, eleven times; an^ 
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of wheat flour, five times. 

The last thirty years liave witnessed a concentration of 
industry and a combination of capital never before 
dreamed of. It is the natural and inevitable result of 
steam, the railway and the telegraph. Distant places are 
brought closer together, business is not bounded by the 
lines of the town, the state or the nation. The world is 
the market, and business and capital in business must be 
as boundless as the trade. 

In 1830 there were in the United States 801 cotton 
factories with $40,000,000 capital. In 1880 there were 
756 factories, with $208,000,000 capital. As a result of 
this concentration, three times as many spindles were op- 
erated by each laborer, the product from each spindle was 
one-fourth greater, the product per dollar invested was 
doubled, the consumption of cotton cloth was doubled, 
v;ages were doubled^ the number of persons employed 
more than doubled. The laborer could, with his wages, 
buy five yards of cloth in 1880 for one in 1830, and the 
cotton manufacturer is now richer with his two cents a 
yard profit than he was then with his four cents profit. A 
large trade with small profits is better for all concerned 
than a small trade with large profits. 

In twenty separate branches of industry, in which con- 
centration of business and aggregation of capital were 
most manifest, from i860 to 1885, wages increased from 
$8.64 to $9.88 per week, while the purchasing power of 
wages in the products thus manufactured increased from 
100 to 150 per cent. In the industries in which special 
concentration took place the increase of purchasing power 
of wages has been far the greatest. In railway trans- 
portation it amounts to 142 per cent., in telegraphy 283 
per cent., in petroleum 900 per cent. 

There is no mistaking the fact that concentration is the 
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order of development; concentration of people in large 
cities, concentration of handicrafts in large factories, con- 
centration of transportation in great railway systems. To. 
successfully resist it we must banish steam and discharge 
electricity from human service. Man is made for co- 
operation. Savages unite only in war. Civilized people 
unite in work. The evolution of association is the evolu- 
tion of civilization. Considering that this tendency is in- 
evitable, is it wise to resist it ? Is it not wise to consider 
carefully how it may more and more be made a power 
for good, and less and less a power for evil ? 

Contrast the countries where industries are concentra- 
ted, where capital is greatest, and machinery most effect- 
ive, with those where large partnerships and corporations 
are slmost unknown, where industry is not organized and 
large aggregations of capital are not the rule. The con- 
dition of labor is always worst where capital is smalL 
Business drifts in old ruts, cannot attempt new enter- 
prises; manufacturing is done by hand or by defective 
machinery; products are dearer, wages lower, a greater 
number of laborers are idle, and their general condition 
much more deplorable. 

In Spain 24 per cent, of productive power is furnished 
by vital force ; in Italy, 34 per cent. ; in Portugal, 42 per 
cent. ; in England and America, 4 per cent. That is, to 
accomplish the same result, 42 laborers would be em- 
ployed in Portugal, 34 in Italy, 24 in Spain, and 4 in 
England or in the United States. The wages in the 
United States are nearly three times higher than wages 
in Portugal, Spain or Italy. There are ten idle men in 
Portugal to one in the United States, and the general 
condition of the working classes in those continental 
countries is beyond comparison worse than the condition 
of cur working classes. The reason for this is, that in 
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the countries named confidence and security does not exist 
such as leads men to associate, to entrust their interests to* 
others, and to risk their wealth in trade. Aggregations 
of capital are not there possible such as are necessary to 
erect gjeat factories, to introduce the most costly ma- 
chinery, and to build the necessary steamships and lines, 
of transportation. In every land wages are highest and 
the condition of the laborer best where most capital is. 
employed, and that capital most concentrated. In India 
capital amount to $35 per head, and wages are 60 cents 
per week ; in Russia, capital $190 per head, of which only 
10 per cent, is aggregated capital, wages $3.50 per weekr. 
France, capital $1,000 per head, of which 36 per cent. is. 
combined in large industries, wages $5 per week ; in Eng- 
land, capital $1,300 per head, 78 per cent, of which is. 
united capital, and wages are $7.74 per week. 

It is not, however, necessary to contrast old England 
with modem England, nor England with other lands. 
There are many in this audience who can by recollection 
contrast with the present time the days before railroads 
and manufactories had in this country drawn together 
large capitals and made concentration necessary. Our 
fathers worked harder, earned less, and were deprived of 
comforts which the laboring man of to-day considers 
necessary to his existence. The luxuries of their day are 
the necessities of ours. You may say our fathers were- 
hardier and better men than their degenerate sons. This 
I deny. Men of to-day are stronger and live longer than 
their fathers, and they are more righteous, even if they 
have less of that dogmatic faith and form which with our 
ancestors passed for religion. To admit otherwise would 
be to admit that the world has ceased to progress. 

But it is not necessary in proof of my position to com- 
pare the past with the present. Given differences of place 
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and all times are contemporaneous. 

There are over two millions of people in the mountains 
of Virginia, Tennessee and North Carolina, living to-day 
as our ancestors lived, without the benefits of capital, ma- 
chinery, railroads or commerce. They are of good de- 
scent and started fairly with the other settlers of America. 
They raise, card and spin their own wool and cotton, and 
wear homespun cloth. Five persons in ten hours convert 
five pounds of cotton into cloth worth twenty cents 
a yard, making their labor worth about twenty cents a 
day. They are not an idyllic people ; even Charles Egbert 
Craddock has failed to make them poetical. As the world 
has progressed through the aid of aggregated capital, and 
the improvements it renders possible, these people have 
been left behind. Their mountains are filled with coal 
and other minerals, their forests are composed of valua- 
ble timber, but they do not utilize them. Their laziness, 
filthiness, mental and moral degradation, all that may be 
summed up as "general cussedness" of these people is 
proverbial. To send missionaries to them at present is 
useless. What they first need is the capitalist. When en- 
terprise and energy, backed by capital, shall have aroused 
their dormant souls, and infused into them new physical 
and mental life, then the missionary may follow and 
arouse them to new spiritual life. In all progress the 
material is first, and capital — in these days of steam and 
machinery, aggregated capital — is the basis of material 
progress. 

In this hurried sketch of the influence of aggregated 
capital on the world's progress I confess I have, thus far, 
dwelt upon the bright side of the picture. So great is 
modern denunciation of capital that it is necessary to re- 
call the fact that it has done some good. All that has 
been said is commonplace, nevertheless many are prone 
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to forget even such commonplace facts as have been re- 
called to your mind. 

There is a dark side to the picture, and the real lesson 
of this lecture, if it has any, will be in considering the 
more sombre colors and finding some reason for their ex- 
istence. I have spoken of the great trading companies 
of two and three centuries ago, and of the vast results 
accomplished by them. I could tell you also of evils 
which they caused, and it would be a picture of injustice, 
oppression and wrong. They were monopolies; that is, 
they held a grant from the government for the exclusive 
right of trading with certain countries. An exclusive 
right granted by the government is what constitutes a 
monopoly. Without such a grant, no association of men, 
no aggregation of capital, can succeed in monopolizing 
ordinary trade. It never has been done and it never can 
be, except, possibly, under j>eculiar circumstances, which 
I shall mention hereafter. 

These great trading companies were not only monopo- 
lies, but the government also conferred upon them politi- 
cal powers. They governed the semi-barbarous people 
with whom they traded, and they embroiled their govern- 
ments in wars with other nations which granted like fran- 
chises. They became rapacious and cruel. Their trade 
degenerated into robbery and their commerce into piracy. 
All the wars of Europe, from the peace of Utrecht to the 
outbreak of the great Continental war, were waged in 
behalf of these monopolies of commerce. 

Nearly all these monopHes eventually failed, and as- 
sociations to-day which indulge in the vain hope of mo- 
nopolizing trade mSy learn a lesson from their downfall. 
Let me state the reasons in the words of Thorold Rogers. 
"They kept up prices and so limited consumption. They 
strained every nerve, exhausted their credit in their effort 
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to keep by main force other traders out of the field, ex- 
perience proving that the only way one can check com- 
petition is by lowering prices. In the expectation of get- 
ting one large profit on each transaction they succeeded 
in making a small profit or even a loss on their whole 
transactions put together, for it costs more to protect a 
designedly narrow trade than it would to establish and 
render permanent an intentionally wide one. In brief, 
they narrowed their market and so narrowed their profit." 

Every business association of the present day formed 
for any other purpose than to avail itself of the economic 
benefits of association, by means of which it may be ena- 
bled to lower prices and to extend its market, has experi- 
enced or will experience the truth of the words just re- 
cited. 

In those days no corporation was formed without ex- 
clusive privileges. Even the smaller and local business 
of the country was monopolized by aid of government 
grants. Parliament created franchises by enactment; 
sovereigns granted them by patent. The right to labor 
became a privilege for which some government favorite 
received a royalty. The government interfered with the 
butcher at the shambles and the baker at the oven. The 
peasant could not grind his com at his own mill, nor 
sharpen his tools on his own grindstone, nor make his 
cider at his own press. 

The government having thus undertaken to farm out 
business, succeeded, as may be supposed, in utterly disar- 
ranging it. To set its machinery right hundreds of other 
laws to regulate trade were enacted, each one serving only 
to intensify the trouble. I^ws regulated wages, they 
regulated prices, they interfered with manufactories, with 
markets, with machinery, with shops. Up to 1820 two 
thousand laws had been passed to regulate commerce, and 
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each law was an unmitigated evil. Buckle has not over- 
stated the facts in saying that "every European govern- 
ment which has legislated respecting trade has acted as 
if its main object were to suppress the trade and ruin 
the traders. Instead of leaving the national industry to 
take its own course, it has been troubled by an intermina- 
ble series of regulations, all intended for its good, and all 
inflicting serious harm. To such a height has this been 
carried that the commercial reforms which have distin- 
guished England during the last twenty years have solely 
consisted in undoing this mischievous and intrusive legis- 
lation." 

Business in those days was, as the socialists would have 
It now, controlled by government, and a sorry mess the 
government made of it. 

Is it surprising that aggregated capital did not exert its 
full influence for good, or that it has been charged with 
evils that were solely the result of evil laws? The preju- 
dices against corporations and capital existing to-day are 
largely a survival from those days. The fault, however, 
was neither in association nor in aggregation of capital ; 
it was in the fact that all were not equally free to avail 
themselves of the advantages which these instrumentali- 
ties conferred. 

Laws of the most severe character were passed against 
associations unprotected by government charter, whether 
of laborers or of business men. It was an offense for 
workingmen to combine for any purpose; it was made 
penal to form partnerships above five persons to engage 
in certain branches of trade. It was a crime punishable 
with death and forfeiture of lands and goods to form a 
joint stock association, unless a special government grant 
was held. This infamous act, known as the Bubble Act, 
was passed for the purpose of protecting the monopoly 
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granted to the South Sea Company against competition 
by voluntary associations. It is a fact which should be 
better understood that the struggle against monopoly was 
a struggle for freedom of association of persons and capi- 
tal and against laws which impeded that freedom. It 
was a battle not only against exclusive privileges of trade, 
but also against the exclusive privilege of combining for 
the purpose of trade. 

These mischievous laws were not erased from the stat- 
ute books of England until 1825, and absolute freedom of 
association was not granted until 1844. There was pros- 
perity prior to that time, because partnerships and asso- 
ciations were formed and men put their capitals together 
in spite of the law and all its penalties. Neither King nor 
Parliament, neither fines nor imprisonment, could prevent 
voluntary association and combination of capital in busi- 
ness. Hundreds of such associations existed, millions of 
dollars of capital were invested. Had it not been so, 
England's great factories would never have been built, 
her rich mines would never have been opened, her com- 
merce would not have covered every sea. For half a 
century business has been free in England — the rfght of 
association is without restriction — capital may be aggre- 
gated without limit, and England's greatest era of pros- 
perity dates from the day of her freedom from the unwise, 
unjust and iniquitous laws which deprived both the la- 
borer and the man of business of natural liberty by im- 
peding and restricting the right to labor and trade, and 
the right of associating persons and capital for the pur- 
pose of labor and trade. 

The settlers of this country brought English laws and 
prejudices against combinations with them, but capital 
being limited, they were forced to combine in spite of 
their laws and prejudices. Partnerships in business were 
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common from the earliest date, and the Legislatures cre- 
ated corporations with a free hand. Our States were, 
however, surprisingly slow in ridding themselves of the 
monopolistic features of corporations, to wit, exclusive 
privileges. Always a source of corruption and of injus- 
tice, it is singular that the States tolerated the disgrace 
for so many years. Now, in nearly all the States of the 
Union the right of combination is unrestricted, and no 
exclusive right or privilege can be granted. Three or 
more persons may form a corporation to carry on any 
lawful business by simply signing and filing an instru- 
ment declaring their intent. The number who may com- 
bine and the capital they may employ is unlimited. 

The Federal Government still creates monopolies by is- 
suing patent rights. Some States create others by grant- 
ing exclusive privileges; some public industries, such as 
gas and water companies, and, possibly, railroads, are 
quasi-monopolies, by virtue of the nature of their busi- 
ness ; combinations between such companies and between 
them and companies owning minerals, limited in extent, 
may result in something akin to monopoly, but so long as 
the Legislatures claim and exercise the power of fixing 
the charges of these public companies there is far more 
danger of legislative confiscation than there is of oppres- 
sive monopoly. 

With few exceptions, trade is now free to all, and asso- 
ciation for the purpose of trade is free to all on the same 
terms. More corporations are created in each of our 
principal States now in one year than existed in the civ- 
ilized world at the beginning of the present century. 
They have become the greatest means of State and Na- 
tional prosperity. They have promoted industry and 
thrift in every branch of manufacture and commerce. 
They utilize the forces of nature for man's benefit. They 
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are tlie instruments of modern civilization. They have 
lessened the price of necessities, increased the wages of 
labor, brought luxury to thousands of homes and comfort 
to millions. We boast of our laws which guarantee politi- 
cal and religious liberty. Not one whit less in impor- 
tance to the individual, and in their effect on the general 
welfare, are our laws guaranteeing industrial liberty. 

I have said the right of association is free in this land. 
I should have said it was free until within the last four 
years. There have been lately placed in the statute books 
of twelve or more States enactments which, if they could 
be enforced, would make an ordinary partnership crimi- 
nal, and in at least six States enactments which inflict 
the penalty of fine and imprisonment for uniting persons, 
skill or acts for the unholy purpose, among others, of re- 
ducing — I am not mistaken in the word — of reducing the 
price of commodities. A modern Federal law also exists 
which, literally interpreted, forbids business of any mag- 
nitude; but Federal judges have thus far found it easier 
to dismiss proceedings under it than to guess at its real 
meaning. Legislatures seem to be vieing with each other 
in efforts to discourage the saving, accumulation and use 
of capital. They undertake to fix the prices of transpor- 
tation and commodities, and propose systems of taxation 
intended to rob the capitalist while he lives and his chil- 
dren when he is dead. We are copying and intensifying 
the mistakes of our ancestors, and the results will be the 
same. The doctrine of Karl Marx that "capital is rob- 
bery" IS working like leaven among the people, although 
It is not yet publicly announced as a principle which con- 
trols legislation. 

The last quarter of a century has witnessed a concentra- 
tion of business such as the world before never knew. 
What is the result? Has competition been destroyed? 
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On the contrary, it was never so strong. Effort impels 
to effort — combination begets combination. New indus- 
tries are built up — ^new markets are opened — new methods 
of manufacture invented. It is the law of life. By each 
striving to get ahead, all make progress. 

Have prices been increased? On the contrary, com- 
bination in business and low prices have ever gone hand 
in hand. Combination has never been so great as in the 
last twenty-five years, and prices have never ruled so low. 

Has the individual been crushed out ? To some extent, 
undoubtedly, as a solitary individual. But he has found 
a larger sphere for his efforts through association with 
other individuals. No day has ever equaled to-day in 
business opportunities offered intelligent and industrious 
men. 

Has the wage-earner suffered? On the contrary, new 
avenues of labor have been opened, the demand for labor, 
particularly skilled labor, has increased; wages are higher, 
the cost of living lower, and the condition of the laboring 
man was never so good as to-day. 

With such a quarter of a century of experience of the 
advantage of association in business behind us, the man 
who still fears that combination will destroy competition, 
produce high prices and lessen wages, would have feared 
a conflagration during Noah's flood. 

Let me refer more specifically, if you are not too tired 
of statistics, to the two branches of business in which 
combination is to-day the most effective. I learn from 
the statistics of railways for the year 1890, prepared by 
the Interstate Commerce Commissioners, that the num- 
ber of railway corporations in the United States is 1,558, 
with a total mileage of about 200,000 miles, of which 75 
companies operate about 65 per cent. The total capital is 
about 10,000 millions of dollars. The total gross revenue 
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is nearly 1,052 millions of dollars, of which 75 compa- 
nies receive 80 per cent. Truly here is combination and 
aggr^ation of capital undreamed of until modem days. 
What is the result? Although their gross earnings are 
1,052 millions, their final net earnings are only 102 mill- 
ions, of which 90 millions are distributed in dividends. 
Of their gross earnings, about 230 millions are required 
to pay interest. That is, about 720 millions annually, or 
three-fourths the gross income goes for labor and for 
materials into which labor enters, while only 320 millions 
goes to capital. This expenditure of 700 millions an- 
nually is what the railroads do for the laborer directly. 
They do still more indirectly by furnishing the means of 
travel and transportation and cheapening the cost of 
products. For passengers the average revenue is 2 and 
167 thousandths cents per mile; the actual cost of service 
is I and 917 one-thousandths cents per mile, leaving'^ 2^ 
mills profit per mile for each passenger. 

The revenue per ton of freight per mile is 941 thou- 
sandths of a cent, and the cost 604 thousandths, leaving 
a profit of 337 thousandths of a cent per ton per mile. 
The revenue per train per mile is $1.65, and the cost $1.05, 
leaving a profit of 60 cents per train per mile. 

You will admit that the effect of such low prices in 
cheapening products must be great, and that there is no 
way of getting those charges much lower except by some 
invention or arrangement which will still further reduce 
cost of service. The transportation by railroad to-day 
costs some $800,000,000 less annually than the same 
amount of transportaition would have cost twenty years 
ago. 

The floair and meat you eat is brought from west of 
the Mississippi River to your city at a cost of transporta- 
tion scarcely more than it costs you to have it carried 
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from the station to your door. 

Wheat is raised in Dakota, milled in Minnesota, carried 
to Boston and baked in the large bakeries at a total cost 
of 3J cents per pound for bread. Yet poor bread baked 
in small shops, is sold to the poor at 6 cents per pound. 
The cost is nearly doubled after capital has done its part. 
The cost of railway service does not amooint to one-half 
cent per pound, the cost of retailing is five times that. 
The railways carry meat from Kansas to New York at 
one cent per pound. The added cost to the consumer 
after it leaves the railway is five to ten times the rail^ 
way charge. The country is convulsed by a slight rise 
in coal, perhaps justly so. But the poor of New York 
who buy coal in small lots pay from loo to 200 per cent, 
above wholesale prices. The economy of the future will 
be largely in the saving of waste in retailing, which aver- 
ages 20 per cent, of the price the consumer pays. Aggre- 
gated capital may be used to advantage in that direction. 

My other illustration is the oil business. About 1872^ 
oil refiners began to combine to save themselves from 
ruin. Oil was then selling at 23^ cents per gallon, and 
refiners losing money. The output was 248,000,000 gal- 
lons. The first great saving was in transportation. Crude 
oil is now carried in pipe lines from the wells to the prin- 
cipal cities and to the seaboard. The total length of these 
pipe lines and their feeders exceeds 25,000 miles. These 
pipes deliver in New York above 1,250,000 gallons per 
day. After being refined it is transported in bulk cars 
and bulk steamers. By means of tank wagons it is de- 
livered to retailers in the principal cities of America and 
Europe, in some cases is so delivered even at the cus- 
tomers' doors. This not only reduces cost of transporta- 
tion to its lowest point, but largely eliminates cost of pack- 
ages, which is almost equal to cost of contents. The 
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tanks, pipes, vessels, cars, etc., of this system have cost 
over $50,000,000. Without this aggregation of capital 
the system was impossible. The refineries and manufac- 
tories of barrels, boxes, cans, sulphuric acid, glue, paint, 
^etc, have cost nearly $50,000,000 more. The direct re- 
sult of this aggregation of capital is that the actual cost 
of manufacturing not only oils, but all that enters into 
the manufacturing of oils, has been reduced from 50 to 
66 per cent. Ordinary export oil is sold to-day at less 
than 4 cents per gallon, and the total consumption of crude 
oil is over thirteen thousand million gallons per year. The 
saving to the public on the amount sold as compared with 
the price in 1872 is over $150,000,000 per year, not in- 
cluding the saving resulting from the reduction in the 
price of the crude product in consequence of its increased 
production. 

The benefits of this reduction in cost are greater than 
the mere cheapening of the product. It is the means of 
saving the American oil trade. Russia can produce oil 
enough to supply the world, and its crude product can be 
supplied much cheaper than ours. It already disposes 
of 1,200,000,000 gallons per annum. Were it not for 
•our pipe line system, our tank steamer system, our cheap 
methods of refining and of manufacturing all necessary 
materials, we could not hold our export trade for a single 
year. That export trade in 1892 amounted to over 667 
tnillion gallons, of the value, at the extremely low prices 
of that year, of over 45 milions of dollars. 

While careful economy is necessary to produce these re- 
sults, it is found that economy requires the selection of in- 
telligent workmen and the payment of good wages, by 
which alone can good work be secured. The best ma- 
chinery is of little use without human intelligence, skill, 
care and faithfulness, and large industries find that these 
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are qualities they can afford to pay for. The wages paid 
in the petroleum industry are from 15 to 20 per cent, 
above the average, and tliis is not the least of the reasons 
why the product can be made so cheaply. Economists 
who believe in the ''wage fund" theory should make a 
note of this fact. 

Every employee has also a chance to improve his con- 
dition. To a great extent tlie managers, superintendents 
and others on high salaries are chosen from the ordinary 
workmen. There is scarcely a man connected with the 
institution from the President down, who did not begin 
as a clerk or workingman. 

It is a matter worth noting that in any joint stock in- 
dustry, employees have the privilege, of which they avail 
themselves largely, of becoming shareholders interested 
in the profits. Thousands become thus interested who 
could have no hope of carrying on business for them- 
selves, or of becoming members of a partnership. Em- 
ployees are thus stimulated to greater diligence, care and 
interest in the work. Strikes are not known in establish- 
ments carried on in this manner. 

I know that there are persons in this audience who want 
to get up and "jaw back." They want to ask, why is it, 
if all you have said is true, that there are still thousands 
of poor, thousands out of employment? Why is it that 
the centres of commerce and of manufactures are also 
centres of pauperism and misery? Why is it that while 
the capitalist lives in his palace, workmen herd in slums 
and hovels? Has aggregated capital banished suffering 
and want? Has it given to every man a fair chance or 
even a hope in life? 

I wish I could answer these questions satisfactorily. 
My object has been to show what capital has done and 
what it is capal^lc of doing, not to claim that it can cure 
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all the evils and inequalities of life. Neither do I claim 
that it has not left much undone. I assert that capital 
is a necessary factor in all the progress we have made, and 
that, just in proportion as capital is aggregated and busi- 
ness concentrated, more labor is demanded, greater wealth 
is produced, wages are increased and prices are dimin- 
ished. I have tried to show by history the untruthfulness 
of the utterance of Karl Marx that "capital is the spolia- 
tion of labor," of Proudhom that "all property is theft,*' 
and of Henry George that "nature gives property to labor, 
and to nothing but labor.*' I hope I have shown that it is 
not true in countries which have grown rich by produc- 
tion and not by plunder that as the "rich become richer, 
the poor become poorer," "that wealth accumulates while 
men decay." It is a fair inference from what has been 
said that to be rich is not necessarily a crime, that poverty 
is not in itself a virtue, and that there may be at least one 
road to Heaven which does not lead through the poor- 
house. 

Why is there still so much poverty ? One reason is be- 
cause nature or the devil has mode some men weak and 
imbecile and others lazy and worthless, and neither man 
nor God can do much for one who will do nothing for 
himself. 

If people are content to live in dirty tenement houses 
or miners' shanties — to supply with alcohol the want of 
good food and proper clothing — ^to leave their children 
uneducated and their daughters to find amusements in 
dance-houses; if they are content, or even consent, to 
work for barely sufficient to supply them with such barba- 
rous needs, they will find the work and the wages suited 
to their wants. If employers are willing to deceive the 
public with shoddy productions and defective work, they 
will also find the poor and cheap workmen they want. 
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But as capital is aggregated in larger sums this evil will 
decrease. When millions are risked in a business this 
kind of work will not do. To make a business perma- 
nently successful there must be good work, good wages 
and good workmen — ^men of brains who will not strike 
at the dictation of a walking boss nor poison the food 
of the so-called scab who is willing to do honest labor. 
And as concentration of capital goes on there will be 
more and more demand for such workmen, while the idler, 
the bungler, the vicious, the saloon soaker, all who have 
"yearnings for equal division of unequal earnings," and 
who curse capital and the men who have earned and saved 
it, will be less and less in demand and will sink lower 
and lower in the social and moral scale. 

It is true that our g^eat commercial and manufacturing 
centres are centres of poverty as well as of wealth^ — of 
all that is bad as well as of all that is good. Here, how- 
ever, is a fact worth noting. Seventy-five per cent, of the 
laboring classes of our great cities are foreigners, not 
from the factories and workshops of England, but from 
the Continent; from countries where labor is largely 
manual and individual ; from lands where the laborer is 
and has been the poorest and most degraded; where 
wages are the lowest and the methods of living equally 
low. Poor as is their condition here, it is better than it 
was at home. Go through our city slums and you will 
find that the vilest and most degraded are found at work 
in the sweater dens and other tenement-house industries. 
There is no aggregated capital in Essex street or among 
the Bohemian cigarmakers. There the employer is gen- 
erally as poor as the employees. The next lowest class of 
imported workmen scatter through the country as agri- 
cultural laborers, the poorest paid, possibly, of all labor, 
and this because farmers' profits are small. The farmer 
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cannot avail himself of the benefits of association and ag- 
gregated capital, and he suffers accordingly. The condi- 
tion of laborers at our mines is shamefully bad. This is 
largely a kind of labor in which the best workmen will not 
engage. In many manufacturing towns also the condi- 
tion of workmen is a reproach to civilization. But it is 
generally worst in the small factories. Small capital,, 
business done on credit and high interest make low wages^ 
low workmen and bad work. Just in proportion as indus- 
try is rightly organized, the necessary capital invested,, 
and a large trade sought for by means of intelligence, 
cconoaiiy and small profits, will this condition of affairs 
be imi)roved. So far from aggregated capital bearing the 
blame for these evils, it is the remedy. 

I admit that aggregated capital has not cured and can- 
not cure all the miseries and inequalities of life. Will you 
tell me what can? Will putting all industry into the 
hands of the government do it? What, then, will be- 
come, I will not say of the industries, but of the govern- 
ment? The patronage it already dispenses tests its jus- 
tice, if not its strength, to the last tension; what will it 
be when that patronage is multiplied a million- fold ? The 
government will then be governed by a Tammany organi- 
y.alit)n on a national scale. Then we would have cause 
to sigli for the good old times. 

Will an e(inal distribution of all the wealth produced, 
inchuling the rents of land, cure everything? There is 
not and never has been enough wealth produced in the 
world to materially better the present condition of its in- 
habitants. There is not enough wealth in existence to 
meet the world's necessities for two years. If the rents 
of all lands were distributed equally it would not amount 
to three cents per day per head. If the surplus income of 
employers was annually distributed among the laboring 
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classes it would not appreciably better their condition,, 
while it would bring trade to a standstill for want of capi-^ 
tal to carry it on. Of the wealth now produced, work- 
ingmen get 90 per cent., so Edward Atkinson claims, and 
of the 10 per cent, saved and set aside which becomes 
capital, workingmen save and own one-half. It is the 
remaining 5 per cent, in a few hands which makes the 
millionaires and causes so much apparent inequality. 
The only hope for a better future is in the creation of a 
greater amount of wealth by means of the improved use of 
natural forces, more perfect machinery, more effective 
methods of manufacture and distribution, greater utiliza- 
tion of the present waste of time, labor and material, and 
in the aggregations of capital necessary to accomplish 
these results. Nature has enough in store to give alt 
men what they need when once man fully understands^ 
her powers and resources, and has command of the capi- 
tal necessary to utilize them. There is enough now pro- 
duced to give every individual a decent living who does 
not already enjoy that luxury, provided all waste was 
stopped, and much of the waste and useless expense of 
trade can be stopped by concentration of industries. 

It IS urged that aggregated capital makes some persons 
extremely rich. To this the plea must be guilty. But 
what harm is done if A, B and C do become extremely 
rich, provided they grow rich not by plunder, not by spec- 
ulation, not by stock manipulation, not by corporation 
wrecking, or the other forms of robbery miscalled busi- 
ness, but by organizing and carrying on industries? They 
create the wealth which makes them rich and get but a 
small part of it. If the $80,000,000 accumulated by Jay 
Gould was acquired by railway constmction. and not 
otherwise, he benefited the public while he enriched him- 
self. If it should now be divided among the laborers of 
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this country, in one year that enormous capital with all 
its possible benefits would vanish like the morning mists. 
Should it, however, be used in increasing and cheapening 
transportation, or in increasing and cheapening produc- 
tion, it would continue to benefit the public for all the 
years it was so used. 

The world has by no means lost the benefits of or been 
injured by large capital in individual hands. It was the 
merchant prince John Hancock who, by his bold signa- 
ture, first pledged his life and fortune for the independ- 
ence of his country. It was the fortune of Robert Mor- 
ris that saved the liberties of this land at the expense 
of sending him to a debtor's prison. Such fortunes are 
poured out by millions for the good of the unsuccessful 
and unfortunate. They build our hospitals, our univer- 
sities, our colleges, our technical and art schools, our free 
libraries. Used in this way, or in carrying on industry, 
great fortunes are among our greatest blessings. 

It is also true that combination and aggregated capital 
confer advantages and place the individual who works 
alone at a disadvantage, thus producing inequalities. 
Perhaps this is to be deplored, but if aggregated capital 
did not give advantages there would be no good in it. 
If the use of steam did not confer advantages it would 
not be used. Admitting, however, that it confers ad- 
vantages, by what right will you undertake to deprive any 
one of its use? Shall I be prevented from doing the best 
I can, and from calling to my aid association, steam, ma- 
chinery and every other labor-saving and wealth-produc- 
ing appliance, because my neighbor cannot or will not 
avail himself of the same advantages ? How soon would 
progress go upon halting feet if this principle prevailed ? 
If those who push forward are held back none will go 
forward. Every advance hurts some one, but thousands 
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are helped. The spinning jenny destroyed the spinning 
wheel, the power loom the hand loom; canals injured 
transportation by wagon; railroads injured canals; pe- 
troleum injured the/^whale fishery; electricity supplants 
gas. Always the mot-e perfect injures and supplants that 
which is less perfect, aj;id those who are quickest to pos- 
sess themselves of the better methods outstrip their fel- 
lows. Inequalities are created, but progress is gained by 
inequality, not by forced equality. Advantages and in- 
equalities must be blamed on old mother Nature as well 
as on capital. Show me a community where all are on 
a level, where no man is more successful than another, 
no one richer than another, and I will show you a com- 
munity stagnant, idle, semi-barbarous and on the verge 
of starvation. 

The last objection I will mention is, that the power 
given by aggregated capital may be abused. This no one 
can deny. Whatever is capable of good is capable of evil. 
Every force may be used for destruction as well as for 
production. Fire bums, water drowns, the air wrecks 
ships and cities, steam explodes, electricity kills. Shall 
we abolish these forces, or shall we control and utlize 
them? 

The powers of government, of law and of the church 
have been abused. Shall we therefore abolish govern- 
ment, law and church? Religion has been made a cloak 
for vice, faith has at times degenerated into bigotry, 
charity is the cause of much of our pauperism. Shall 
there, therefore, be neither religion, faith nor charity? 

Like other forces of industry, association and aggre- 
gated capital have done harm and are undoubtedly capable 
of abuse; but that man is blind to all that history has 
taught, and doubly blind to all that reason is capable of 
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teaching, who claims that they therefore should be de- 
stroyed or their power for good limited. 

If there is one thing that history teaches plainly it is 
that abuses are soonest reduced to a minimum by permit- 
ting, not by restricting, industrial liberty. Give all equal 
opportunities and business will regulate itself on honora- 
ble lines. I do not prophesy an era of perfection. The 
golden age of the future is a mirage as the golden age 
of the past is a myth. There will always be beggars on 
our streets, tramps on our roads, debauchery in our sa- 
loons, corruption in our politics, injustice and dishonesty 
in our business. But men whose integrity is such as to 
permit them to be intrusted with the management of large 
capital, whose intellectual grasp of principles and details 
is such as to command with their products the markets 
of the world, are those who will soonest realize that the 
policy which succeeds is that which accords fair treat- 
ment to all, be they competitors, consumers or employees ; 
that there is nothing so sharp or shrewd as honor; that 
nothing wins like justice ; that the well being of one de- 
pends upon the well being of all. 
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USES AND ABUSES OF COMBINATIONS. 



When an unfortunate orator, solely for alliteration's 
sake, spoke of "Rum, Romanism and Rebellion" as closely 
related, he made a great mistake. Just as great a mistake 
is made when we unite the terms "Combination and 
Monopoly." There is, in fact, no necessary relation be- 
tween them. The wonderful success of modern business 
is dependent upon combination. It is as much a necessity 
of trade and commerce as steam and machinery. By 
combination capital is obtained, enterprises of mag- 
nitude conducted, great results accomplished. By com- 
bination small capitalists can successfully compete with 
large capital. Every partnership is a combination. 
Every corporation is a combination. Destroy the right to 
combine and business on a large scale becomes at once im- 
possible. Unity of action would be destroyed. Our rail- 
roads would be eaten with rust. Our ships would rot in 
their harbors. Our warehouses would decay. Mankind 
would become segregated as savages, each acting for him- 
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self alone and endeavoring to destroy others. Surely 
people do not stop to think what they mean when they 
utter their wild cries against combinations. 

Possibly some combinations are monopolies, but monop- 
oly does not necessarily arise from combination. A 
monopoly can be held by a single person as well as by a 
OMnbination of many persons. 

A monopoly is a grant by the Government for the sole 
buying, working, making or using of anything. Less 
than a century ago the right of labor was to a great extent 
a privilege which the Sovereign might rightfully sell to 
his subjects. In those days, it has been said, the prying 
eye of the Government followed the butcher to the sham- 
bles and the baker to the oven. The peasant could not 
grind his com in his own mill, nor sharpen his tools on his 
own grindstone, nor make his oil, wine nor cider at his 
own press. Those natural rights and liberties which be- 
long to every individual were taken from him and sold as 
exclusive privileges to favored creatures of Government. 
No wonder that the term became one of odium, and that 
it still remains a term of reproach. Let it not be forgot- 
ten, however, that the struggle against monopoly ever has 
been, and ever will be, a struggle against interference in 
business by government. 

But it is by no means true that every monopoly is an un- 
mitigated evil. Many exist at this day which are ad- 
mitted by jurists, statesmen and economists to be among 
our greatest blessings. Every grant of a patent right is 
a monopoly. Every grant of an exclusive right is a 
monopoly. Our railroads, gas companies and water com- 
panies, in so far as they possess exclusive privileges, are 
monopolies. Yet no one but a socialist or an anarchist 
would deprive the people of them or of the blessings they 
have conferred. I, however, am willing to admit that en- 
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tirely too many of them exist. The greatest stride in law 
reform that has been made in this coimtry in the last 
twenty years consists in placing in so many of our State 
Constitutions the provision that no special or exclusive 
privileges shall be granted. 

Combinations of capital and of persons, whether as 
partnerships, associations or corporations, without any 
grant of exclusive privileges, are in no sense of the word 
monopolies. 

Without combination, without partnerships, without 
joint stock associations, without corporations, the business 
of the world would stagnate. They are as indispensable 
to the manufactures and commerce of this nineteenth cen- 
tury as the air is to our existence. It may be a surprising 
statement, but it is true that all the evils of the old monop- 
olistic system that have survived to this day exist in con- 
sequence of the restrictions which have been placed by 
law upon freedom of combination. 

The greatest step forward which has been made in 
jurisprudence in the last half century has been in the par- 
tial removing of restrictions upon combination. And the 
greatest blessings that legislation can confer upon com- 
merce and manufactures is to leave the right of combina- 
tion entirely unrestricted, while it directs careful atten- 
tion to the prevention of such evils as combinations may 
be found to give rise to or to foster. Combination is a 
power for good. It may also be a power for evil. The 
power must not be destroyed ; it must be regulated. 

I wish to go back a little to prove my assertion that 
freedom of combination renders monopoly impossible. 
Less than half a century ago the natural right of the Brit- 
ish people to combine for trading in any manner except 
as partners was denied, and the issuing of a transferable 
stock without special legal authority was an illegal offense. 
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For this reason the few corporations which were created 
by Parliament held exclusive franchises and were, there- 
fore, monopolies. I go further and say that the right 
thus to combine was denied to the people in order that the 
few upon whom this privilege was conferred should hold 
a monopoly. We brought our laws and customs upon this 
subject from England, and until within a very few years 
in most of the States of this Union freedom of combina- 
tion was denied, and the right was granted by special 
legislative acts to those who were political favorites or 
who were able to purchase special privileges. Those were 
the days of monopolies. Some of the Eastern States, 
notably Massachusetts and Rhode Island, long ago freed 
themselves from this error, and allowed all persons freely 
to combine for manufacturing, mining or mercantile pur- 
poses. The consequence was an era of prosperity in those 
States in marked contrast to the condition of the States 
whose laws forbade such combination. In no. State did 
capital reap a better profit and labor a richer reward. 
The laborer was thus enabled to invest his small accumu- 
lations in the business in which he was employed. Not 
until 1856 did England free itself from the shackles it 
had placed upon its own industries and permit free com- 
binations of persons and capital. Since that date any 
seven or more persons may combine in any lawful business 
by simply filing and registering a statement of their intent. 
Other States have been slow in following the lead of the 
New England States. But within the last ten or fifteen 
years it has become evident to all legislators that the best 
mode by which the monopolistic feature of corporations 
or other combinations might be eradicated was to make 
the right of combination perfectly free to all. To-day 
there is scarcely a State in this Union in which any three 



USES AND ABUSES OP COMBINATIONS. 39 

or three thousand persons may not combine their capital, 
be it small or great, in any lawful business enterprise. 

In New York manufacturing corporations may be thus 
formed without limit of capital, and the corporations thus 
formed can combine at pleasure. The franchise to be a 
corporation, the right to combine, is no longer sold or 
granted as a favor. Corporations are no longer created by 
special but by general laws. Franchises are no longer ex- 
clusive and indestructible privileges. They are general, 
and may be recalled at will by the power which granted 
them. As a consequence, corporations are now simply 
business partnerships with transferable shares. The law 
recognizes them as such. In the late case of Diamond 
Match Company vs. Roeber, io6 N. Y., 473, the Court of 
Appeals of New York says : 

"The laws no longer favor the granting of exclusive 
privileges, and, to a great extent, business corporations are 
practically partnerships, and may be organized by any 
persons who desire to unite their capital or skill in busi- 
ness, leaving a free field to all others who desire for the 
same or similar purpose to clothe themselves with a cor- 
porate character." 

This change has been slowly wrought in our laws, be- 
cause all legal changes are slow. It was forced by the 
very necessities of business. When business is small and 
local it is carried on in a small way by individuals. When 
business ceases to be localized in a village or a city, when 
it is no longer confined by State lines, when the producer 
or manufacturer has the world for his market, the busi- 
ness must increase with the growing demand, capital must 
be supplied in increased quantities, every appliance which 
will cheapen cost of manufacture and transportation must 
be utilized, combinations on a large and larger scale are 
absolutely essential. 
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Political economists recognized this necessity long be- 
fore it was adopted by our lawmakers. John Stuart Mill 
(Political Economy, vol. I., p. 189) says: "When markets 
are large, and a large opening for exportation, large sys- 
tems of business are effective. Large establishments are 
substituted for small ones. This change from small to 
large is wholly beneficial. It may have some drawbacks, 
but when once the system of large establishments is es- 
tablished, the change from large to larger systems is an 
unqualified benefit." Again, p. 510, "The progress of the 
productive arts requiring that many sorts of industrial 
occupations should be carried on by large and larger cap- 
itals, the productive power of industry must suffer by 
whatever impedes the formation of large capitals through 
the aggregation of smaller ones." 

He further contends that the only hope of breaking up 
the separation of mankind into employer and employed 
and giving the employed an interest in the business is in 
the extension of the combination or partnership principle, 
and urges that all legal obstacles to combination should be 
taken away. 

I shall never forget the eloquence and learning with 
which this theory was advocated by the venerable Henry 
C. Carey, in the Constitutional Convention of Pennsyl- 
vania, in 1873. A synopsis of his views will be found 
in vol. 5, p. 477, of the debates of that body. He proved 
by history, experience and reason that "the more perfect 
the power of association, the greater the power of pro- 
duction and the larger the proportion of the product 
which falls to the laborers' share." He urged that the 
Constitution should provide that any three or more per- 
sons might associate as a corporation for any lawful pur- 
pose. The provision was not put in the Constitution, but 
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the Legislature of that State adopted it in effect at its next 
session. 

Surely we are in line with the best thinkers of the age 
when we conclude with Prof. Sumner in his work, "What 
Social Classes Owe to Each Other," page 55 : "There is 
every indication that we are to see new developments of 
the power of aggregated capital to serve civilization, and 
that the new developments will be made right here in 
America. Joint stock companies are yet in their infancy ; 
and incorporated capital, instead of being a thing which 
can be overturned, is a thing which is becoming more and 
more indispensable." ♦ * ♦ "Aggregated capital will 
be more and more essential to the performance of our so- 
cial tasks." * * * "This tendency is in the public 
interest." * * * "We are to see the development of 
the country pushed forward at an unprecedented rate by 
an aggregation of capital, and a systematic application 
of it under the direction of competent men. This de- 
velopment will be for the benefit of all." 

But is combination an unmixed blessing? No one pre- 
tends that it is. It is attended with, or may give rise to,, 
greater or less evils, and it is the duty of legislators and 
judicial lawmakers to keep a watchful eye upon and to 
repress the evils. Every force is a blessing, although it 
may be used for evil as well as for good. We do not 
abolish guns because they are the instruments of murder.^ 
We do not prohibit the manufacture of dynamite because 
it is used by anarchists. We use steam notwithstanding 
its dangerous qualities. To talk of preventing combina- 
tions is childish and futile. To pass laws which will pre- 
vent them from accomplishing bad results is the most im- 
portant purpose to which the legislative mind can be 
directed. 

The usual charge against combination is that it destroys 
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competition. "Where combination is possible competition 
is impossible," was once uttered by a wise man, and thou- 
sands re-utter it, utterly regardless of its correct applica- 
tion. It was said by George Stephenson with regard to 
railroads which have exclusive privileges, and are, to that 
extent, monopolies. As competition is necessarily con- 
fined to two or three companies, combination among them 
certainly may destroy competition. The saying has been 
applied to all kinds of business, utterly forgetful of the 
fact that no business is carried on without combination, 
and the greater the business the greater necessarily the 
combination. Competition is not thereby destroyed. It 
is simply carried on on a higher plane. The man who 
transports on a wheelbarrow gives way, it is true, to the 
man who transports on a wagon. But wagoners compete. 
The individual with small capital gives way to aggregated 
-capital. But the individual unites his capital with others, 
and the aggregations compete. The business is in con- 
sequence done better and more cheaply. The profits are 
possibly larger. The public, however, is benefited by a 
better and cheaper product. 

Competition which is beneficial is not a fierce strife be- 
tween persons each to undersell the other, carried to the 
furthest extreme without co-operation or compromise. 
This would be a fit mode for savages, not for civilized 
men. 

The beneficial effect of competition is undoubtedly to 
furnish the public the best material at the lowest price, but 
that is neither accomplished by mere blind cutting-under 
in prices nor is it prevented by reasonable understandings, 
arrangements or agreements in reference to prices. The 
business of the world could not be carried on if producers 
or sellers of commodities could have no understanding 
between themselves as to prices. The competitor who be- 
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^ins by cutting prices below what his neighbors and him- 
self can profitably sell at does so only to crush them out 
that he may afterward sell higher. Such competition is 
neither honorable nor of ultimate benefit to the public. It 
is of public benefit that all dealers should obtain fair 
profits. But the public demands, and this is what a 
beneficial competition accomplishes, that business be so 
conducted that the public shall get the best products at 
the least cost. This is not done by selling below cost, but 
by reducing the cost of producing, manufacturing and 
transporting in every possible way. Only the competitor 
who does this is a public benefactor. He is the man who 
buys the best tools at any cost ; who advances them from 
the old coulter and beam plough through all the improve- 
ments to the steam plough ; who abandons the sickle for 
the cradle, and the cradle for the reaper ; the man, in fact, 
who makes two blades of grass grow where one grew be- 
fore. Such a competitor benefits the public, and the man 
who, unable to advance, plodding on in the ways of his 
forefathers, asks for legislation to protect him against his 
progressive neighbor, whom he stigmatizes as a capitalist, 
is entitled to pity, but can only be helped at public expense. 

It seems to be a favorite modern notion that any ad- 
vance in methods of business by which the poorest com- 
petitor is injured is contrary to public policy. If this 
were true, the public would derive no advantages from 
competition. The foremost in the race would be forced 
to wait for the hindmost to catch up. The rule in busi- 
ness is emphatically the survival of the fittest. Only thus 
can the public receive benefit from sui>erior skill and 
economies in business. Competition crushes out compet- 
itors, but does not destroy competition so long as all have 
the right to compete. 

Those methods of business are correct and legal which 



44 TRUSTS. 

subserve the greatest gcxxl of the greatest number. To 
this end unrestricted competition is absolutely necessary, 
and so is unrestricted combination. The two are by no 
means irreconcilable. To illustrate, Prof. Hadley, in his 
work on "Railroad Transportation," asserts that compe- 
tition carried to its utmost limits must always end in 
disaster and bankruptcy to the trades and injury to the 
public. Hudson, in "Railways and the Republic," refutes 
this view and contends that public benefit is derived from 
competition alone. Both of them are right if their defi- 
nitions of what competition is are accepted. Hudson says 
competition is not merely a strife to undersell at all haz- 
ards, but that "the true purpose of competition is to secure 
patronage by doing more for the same money than any 
rival." And again, "Competition seeks to increase profits 
by enlarging the volume of transactions so that a small 
profit shall yield greater returns on a large volume of 
business than a large profit on a small volume of busi- 
ness." 

Could language be used more apt to describe what com- 
bination is necessary to accomplish ? 

Competition carried on in these methods for these pur- 
poses must stop long before its legitimate results are 
reached, unless combination of persons and capital to 
carry on the business is permitted. And when it is per- 
mitted competition is not destroyed. All are free to com- 
bine, and thus competition is moved to a higher plane, the 
fittest survive, and the public is benefited by the best and 
cheapest service. To prevent combination is to reduce com- 
petition to the primitive methods carried on between indi- 
viduals engaged in local trade. It is to put trade in fet- 
ters and inclose it within narrow walls. It gives small 
capitalists no chance to combine and compete with large 
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capitalists. Unrestricted competition and unrestricted 
combination is the true law of trade. 

No matter how humble the start in trade may be, car- 
ried on competitively with the motive of doing more for 
the same money than any rival, and enlarging the vdimie 
to decrease the profits, it grows in magnitude, it overlaps 
boundaries, it embraces the State, the Nation, the World. 
It has all markets for its produce. It combines capital, 
it engages skilled persons, it adds factory to factory, it 
uses every device that cheapens its product, it invents new 
machinery and new products, it cheapens transportation, 
it builds ships, it becomes a grand aggregation of capital, 
a grand combination of business. It gives the public 
from year to year a better and cheaper product. At what 
point in this desired and beneficial result of competition 
will you lay your hands upon it and bid it stop? Will 
you praise those who build up a business of one hundred 
thousand dollars and execrate those who build up a busi- 
ness of millions? Think of those who used to bum 
machinery; think of those who tore up railroad tracks 
because the trade by wagons was endangered, and avoid 
their follies. Think of those who believe all accumulation 
of capital is a crime, and hesitate long before legislating 
to suit their views. Because business grows greater than 
our small notions, do not try to suppress it. The future 
will show us business on a larger scale than we yet dream, 
and the world will benefit by it. 

It is further assumed, in all attacks upon combinations, 
that their purpose and end is to reduce supplies and in- 
crease prices, or in some similar way to injure the public. 

There is no charge made against combinations which 
has so little foundation as this. So far from being the 
truth, it is the very reverse of the truth. All that I have 
heretofore said and quoted from well-known authors in 
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Political Economy is in direct opposition to this statement. 
We are not dependent here on theories. Take the statis- 
tics of any important business for the past fifteen years 
and it will be found that the effect of large combinations 
has been to increase trade, to decrease prices and to benefit 
the public. I quote the following from Gunton, a writer 
on Political Economy : 

"If it is true that the concentration of capital tends to 
diminish the cost of production and intensify competition^ 
it follows that prices will fall or wages will rise, or both,, 
in proportion as large enterprises supplant small ones. 
And this is what all industrial history shows has taken 
place. Take, for example, the cotton industry in this 
country. In 183 1 there were 801 cotton manufacturings 
establishments, with an average capital of $50,702 each. 
The ratio of cloth produced to dollars invested was 1.4S 
pounds to $1 ; the ratio of pounds produced to persons 
employed was 950.75 to i ; the ratio of capital to spindles 
employed was $32.58 to i ; the ratio of spindles to persons 
employed was 22 to i ; the ratio of pounds produced ta 
spindles employed was 47.74 to i, and the ratio of con- 
sumption of cotton cloth to population was 5.90 pounds ta 
I, and the price of cotton cloth 17 cents per yard. In 
1880 the number of establishments had fallen to 756. 
The average amount of capital invested in establishments 
had risen from $50,702 to $275,503 ; the ratio of pounds 
produced to dollars invested, 2.45 pounds to $1 ; the ratio- 
of pounds of product to persons employed, to 3,519.40 
pounds to I ; the ratio of spindles to persons employed, tO' 
62 to I ; the ratio of capital to spindles, to $19.55 to i ; the 
ratio of pounds of product to spindles, to 57 pounds to i ; 
the ratio of consumption of cotton cloth to the population 
was 13.91 pounds to i, and the price of cotton cloth was 7 
cents per yard, and the wages were 80 per cent, higher. 
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It will thus be seen that, comparing 1880 with 1831, the 
capital invested per spindle was over one-third less, the 
number of spindles operated by each laborer nearly three 
times as large, the product per spindle one-fourth greater,, 
the product per dollar invested twice as large, the product 
per laborer employed nearly four times as great, the price 
of cotton cloth 60 per cent, less, wages 80 per cent, higher,, 
and the consumption of cotton cloth per capita of the pop- 
ulation over 100 per cent, greater. These are the results 
of the process of consolidation into large capitals extend- 
ing over half a century. What is true of this industry is 
equally true of all industries, in proportion as the concen- 
tration of capital has increased." 

What is here said of the cotton business is true of all 
branches of business. The last fifteen years has been an 
era of combination in business ; it has also been an era of 
lower prices. Whatever else may be said of combinations 
of railroads, combinations of telegraph lines, combinations 
of manufacturing companies, statistics will show that in- 
creased trade and lower prices follow as an almost inev- 
itable result. If there are exceptions, they serve but to- 
prove the rule. I shall show hereafter that so far from 
the Standard combination being an exception, it can ex- 
hibit an increased trade and reduction in prices, as the di- 
rect result of combination, to an unprecedented extent. 

When I speak of unrestricted combinations I do not 
mean that combinations should be allowed under all cir- 
cumstances and for all purposes. While combination is 
not, per se, evil, its purpose may be. The law is possibly 
our best guide on this subject. It has progressed as ex- 
perience and the necessities of business required it to 
progress, from the idea that all combinations were wrong 
to the idea that all persons should be left free to combine 
for all legitimate purposes. To this day, however, the 
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law is properly very jealous of certain classes of combi- 
nations, such as 

1st. Where the parties combining exercise a public em- 
ployment, or possess exclusive privileges, and 
are to that extent monopolies. 

2d. Where the purpose and effect of the combination is 
to "corner" any article necessary to the public. 

3d. Where the purpose and effect of the combination is 
to limit production, and thereby to unduly en- 
hance prices. 

These things are illegal, and properly so. The mistakes 
of writers on trusts and combinations consists in assuming 
that all combinations are for such purposes, whereas the 
purpose and effect of most combinations is just the reverse 
of this, namely, to lessen the cost of production, increase 
the amount of consumption and distance competitors by 
selling at less prices. The difference between the as- 
sumed and the real purpose and effect is as great as be- 
tween using dynamite in constructing public improve- 
ments and using it in destroying property. 

Time would not permit me to revie^v the cases laying 
down the law on the subject of combinations for illegal 
purposes. Those, and they are the majority, relating to 
railroads and public carriers, are not pertinent to the case. 
All the others, including the well-known Coal cases and 
the Salt cases, were arrangements with the direct and 
avowed purpose of destroying all competition, diminishing 
supplies and raising prices. 

These things are just as unlawful without combination 
as with it. In other words, the evil is not in combination 
but in its purposes and results. 

And let it be noted here that where the law speaks of 
agreements destroying competition it does not refer to the 
fact that competition between those who associate is there- 
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by destroyed, for if this were illegal two persons could 
not enter into partnership. It condemns any arrangement 
the purpose or necessary tendency of which is to destroy 
all competition and thus to prejudice the public. 

So far from condemning all combinations which may 
effect competition, the law favors combinations the object 
and tendency of which is to lessen the cost of production 
and prices to the public. 

Judge Gibson is correctly quoted in Mr. Grain's printed 
brief as saying, in Gom. vs. Garlisle : "A combination is 
criminal whenever the act to be done has a necessary 
tendency to prejudice the public or to oppress individuals 
by unjustly subjecting them to the power of the confed- 
erates, and giving effect to the purpose of the latter 
whether of extortion or of mischief." You will notice that 
it is not the combination but the purpose of extortion and 
mischief, and the necessary tendency to prejudice the pub- 
He, that is criminal. Judge Gibson, in the same case, also 
says: 

"The combination of capital for purposes of commerce, 
or to carry on any other branch of industry, although it 
may in its consequences indirectly operate on third per- 
sons * * * is a common means in the ordinary 
course of human affairs which stimulates to competition, 
and enables men to engage in undertakings too weighty 
for an individual." I wish you to mark that, in the opin- 
ion of the greatest Judge who ever adorned the bench of 
Pennsylvania, such combinations stimulate to competition. 

The same view is expressed by another learned Court in 
this way: "Associations are so common an element, not 
only to commerce, but to all affairs of life, that it would 
be rather perilous on the part of the Gourt to assert that 
they impair competition, destroy emulation and diminish 
exertion. There is scarcely an occupation in life, scarcely 
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a branch of trade, from the very largest to the smallest, 
that does not feel the exciting and invigomting influence 
of this wonderful instrumentality. It made and conducts 
our government, constructs our railroads, our steam ves- 
sels, our magnificent ships, our temples of worship, struc- 
tures for public and private use, our manufactories, 
creates our institutions for learning, builds up our cities 
and towns. Its very office is to do what individual ex- 
ertion may not accomplish, and in a degree distinguishes 
civilized from savage life." 

I am well aware that many old authorities can be foimd 
to the effect that any combination is illegal, and doctrines 
to the same effect may occasionally be found in the opin- 
ions of modern Judges, who, incapable of learning any- 
thing new, are not aware that the world has moved in the 
last century. As remarked before, less than a century 
ago the iron hand of the Government was upon all busi- 
ness. Not only combination in business, but a great por- 
tion of that which to-day constitutes business, was pro- 
hibited, unless specially allowed by the Government. It 
was a crime for workingmen to combine to raise their 
wages. It was a crime to buy in one market to sell 
at a greater price in another. It was a crime to purchase 
produce on its way to market. It was a crime to export 
certain commodities. Some of the bills presented here 
and some of the arguments in their advocacy would have 
you forget all that has been learned for a century and 
adopt the laws of an age when business in its modem 
sense was unknown ; when the iron hand of Government 
not only controlled but paralyzed trade; when working- 
men were slaves, prohibited from acting together for their 
own benefit; when the leaders of political combinations 
which undertook to influence legislation, whether wisely 
or unwisely, were beheaded as traitors. 



USES AND ABUSES OF COMBINATIONS. 51 

Before doing so, contemplate what such a thinker as 
Buckle, Vol. I., p. 277, says of those old laws: "Every 
European Government which has legislated respecting 
trade has acted as if its main object were to suppress the 
trade and ruin the traders. Instead of leaving the na- 
tional industry to take its own course, it has been troubled 
by an interminable series of regulations, all intended for 
its good, and all inflicting serious harm. To such a 
height has this been carried that the commercial reforms 
which have distinguished England during the last twenty 
years have solely consisted in undoing this mischievous 
and intrusive legislation. It is no exaggeration to say 
that the history of the commercial legislation of Europe 
presents every possible contrivance for hampering the en- 
ergies of commerce. In every quarter and at every mo- 
ment the hand of Government was felt. Bounties to raise 
up a losing trade, and taxes to pull down a remunerative 
one, this branch of industry forbidden, and that branch of 
industry encouraged. Laws to regulate wages, laws to 
regulate prices, laws to regulate profits, interference with 
markets, interference with manufactories, interference 
with machinery, interference even with shops." 

Gentlemen, legislation has made some progress back- 
ward the last few years. Is it not time to call a halt ? 

No Legislature can interfere with freedom of combina- 
tion for legitimate purposes without striking trade and 
commerce prostrate at its feet. If you enact, as certain 
bills before you would have you enact, that no two men 
can agree on the price at which they will sell any article, 
or that two individuals cannot agree to cease competing 
in sales, or that no combination which affects prices shall 
be legal, you destroy not only all partnerships, all corpora- 
tions, all agfgregations of capital, all unity of effort in 
business, all compromises by which the disasters of over- 
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competition are f requentiy averted, but you simply render 
business impossible. Your act should be entitled "an act 
to effectually prevent Trade and Commerce." 

A word further as to associations of great magnitude. 
I have said the magnitude must correspond with the mar- 
ket. A small association may temporarily diminish com- 
petition in a small trade. The agreement of two grocers 
in a country village may fix prices for that village. Will 
competition be thereby destroyed ? By no means, for the 
field is open to any comer, and if prices are fixed too high 
buyers will seek a new market, or a third grocer will come 
in. In a city the rule is the same. The business must be 
enlarged to meet the enlarged market. Great combina- 
tions may take place. They do not, however, affect the 
market as much as the agreement of the two grocers in a 
country village affects their market. The field is open to 
all comers, large or small. Arbitrary prices will simply 
invite new capital. 

When the world is the market the business must be on 
equal magnitude. Associated capital on a corresponding 
scale is required. Still the field is open to all comers. 
Now and again new manufactories may be drawn into the 
association. No monopoly is created, for new ones spring 
up to take their places. Prices must be kept at the lowest 
possible point to keep new capital from the field. Com- 
binations controlling millions of dollars, with the world 
for a market, do not have half the influence in controlling 
that market that the formation of a partnership by two 
grocers has on the market of a country town. 

I repeat again, because it is a principle that seems to be 
lost sight of, that the right of association must be free, 
that the magnitude of associations must correspond with 
the magnitude of the business to be done, that business 
cannot be localized, that it cannot be confined by State 
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lines, that when the problem is to open and to keep open 
the markets of the world, it is sheer madness to attempt 
to restrict the business as that of a local manufactory 
may be restricted. All the wisdom learned from experi- 
ence and from political economists for the last half cen- 
tury must be thrown to the winds at the mad bidding of 
socialistic enemies of capital before such a result can be 
accomplished. You may accomplish it, but you will ac- 
complish the destruction of trade and commerce at the 
same time. 

If combinations for a legitimate purpose are necessary 
and beneficial, the question as to how they are formed is 
of little consequence. The important question is not how 
are they formed, but for what purpose and for what 
effect? If a corporation is formed for refining in New 
York city and the parties in interest desire to carry on 
refining also in Philadelphia, why may they not form a 
corporation in Pennsylvania? If, afterward, they want 
to establish branches for trading in their products in Chi- 
cago, St. Louis, Louisville and elsewhere, why may they 
not establish trading corporations under the laws of the 
several States? The business might all be done by one 
New York or one Pennsylvania corporation, but it is fairer 
to the several States that corporations doing business in 
them should as far as possible be organized under and 
subject to their own laws. When corporations are thus 
organized in different States, the stocks held by the same 
stockholders, and conducted in the same interest, placing 
these stocks in the hands of trustees, and receiving there- 
for a trustee's certificate representing the combined inter- 
est, is a matter of simple convenience. It neither adds to 
nor takes away from the fact of combination caused by 
common ownership of the stock and the common interest, 
nor can it harm the public in any way unless the purpose 
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and effect of the combination is harmful to the public. It 
was in this way that the Standard Oil Trust was created. 
It was the parent of the trust system. Whether any trust 
existed before it, or any trust since created is at all similar 
to it, I do not know. Every combination, by whatever 
name called, must be judged by its own history, and stand 
or fall on its own merits or demerits. 

It is asserted with remarkable iteration that "trusts" are 
in some mysterious manner exempt from legal jurisdic- 
tion. I cannot uderstand upon what conception such 
statements are based. No subject of which the law takes 
cognizance is more particularly subject to judicial super- 
vision and control than trusts. Courts may declare them 
void or enforce them, may appoint and remove trustees, 
may require an accounting at any time. Trustees are per- 
sonally responsible for the slightest deviation from the 
trusts imposed in them. Trusts may be springing up like 
mushrooms in the night, but if they are for any illegiti- 
mate purpose they will decay as rapidly. They are illy 
calculated for any hazardous, speculative or doubtful 
business. Responsible trustees could not be found to in- 
cur the personal risks. They are well calculated for a 
safe and legitimate business of great magnitude carried on 
through the agencies of corporations organized in sep- 
arate States. If organized for any other purpose tney 
will soon come to nought. 

The sum of all that I have said is briefly this : The use 
and legitimate effect of industrial combinations is to fur- 
nish the public a larger supply of commodities at a smaller 
price. The illegal purpose and effect of such combina- 
tions is to furnish the public a smaller supply with intent 
to unduly increase the price. 

Wise legislation will prevent the abuse without inter- 
fering with the useful results. 
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I now propose to review the history of the Standard 
combination, both prior and subsequent to the formation 
of the trust, and I expect to demonstrate that the neces- 
sities of the business demanded association on a large 
scale ; that the business has always been competitive both 
at home and abroad ; that the combination has constantly 
cheapened manufacture and improved the manufactured 
products; that it has increased the demand and dimin- 
ished prices to an extent unparalleled in any other busi- 
ness ; that, in short, it has furnished oil at the lowest pos- 
sible prices at home, and built up an American trade of 
fifty millions a year abroad, which it maintains against the 
fiercest competition. 
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Petroleum was discovered in 1859. At first it was sim- 
ply distilled, and a product obtained unsatisfactory and 
dangerous. Improvements were made, new products dis- 
covered, hundreds of patents taken out and hundreds of 
refineries erected in the oil region. They were universally 
small and cheap. In the principal cities more extensive 
refineries with more expensive and perfect machinery 
were established. All the refineries were competitive, and 
although for a time the business was prosperous, for 
many years the history of the refining business was mainly 
one of disaster, failure and bankruptcy. Up to 1872 oil 
had not been sold as low as twenty-five cents per gallon; 
it was sold at times as high as fifty cents per gallon, and 
yet refiners on the whole made little money. 

Now a reasonable profit is made at seven cents per gal- 
lon and a far better product manufactured. This result 
has been largely accomplished by the Standard Oil Com- 
bination. 

In 1870 the Standard Oil Compwiny of Ohio was organ- 
ized with a capital of $1,000,000. There was then, and is 
now, no special significance in this pwirticular company. 
A Standard Oil Company had been organized at Pitts- 
burgh prior to this time by other persons and was doing 

56 
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a large business. The business had already sought the 
centres of trade. The Cleveland Standard Refinery, the 
Pittsburgh Refinery, the Atlantic Refining Company of 
Philadelphia, Chas. Pratt & Co.., at New York, were im- 
portant companies and refiners. Because of the disastrous 
history and condition of the business and its hazardous 
nature they entered into an alliance. It was no new thing. 
Refiners' combinations of greater or less magnitude had 
been entered into at various times during the prior history 
of the business. None of them had proved very lasting. 
The cost of transportation and packages had been im- 
portant factors in ruining the business. At first oil was 
barreled at the wells and hauled in wagons to the railroad. 
Afterward the system of transporting to the railroad by 
pipes laid under ground was adopted. But even then, up 
to 1872, it cost fifty cents to transport a barrel of oil by 
pipe line ten miles. Railroad rates were excessive and 
lacked uniformity. Refiners who could combine and 
throw a large volume of business to any particular road 
could get favorable railroad rates. Those who could not 
do this got such rates as they could. The rebate and 
drawback system was then universal. It was not con- 
fined to oil. 

This fact, possibly, had much to do with the combina- 
tion of refiners afterward known as the Standard. But it 
was by no means all. They as business men saw this 
new and up to this time disastrous business required co- 
operation for a nimiber of reasons. 

It is not probable that they foresaw all the results of 
their combination. We have the right, however, to judge 
of their purposes from the ends they have accomplished. 
Judged in this way, we are safe in saying that their pur- 
poses were : 

I. To cheapen transportation both local and to the sea-j 
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aboard by perfecting and extending the pipe-line system; 
iby constructing and supplying cars by which oil might be 
shipped in bulk at less cost than in packages, and the cost 
of packages be also saved ; by building tanks in which oil 
in bulk could be stored ; by purchasing and perfecting ter- 
i 4ninal facilities for receiving, handling and reshipping 
oils; by purchasing or building steam tugs and lighters 
for harbor and river service ; by building wharves, docks 
and warehouses for foreign shipments. 

2. To manufacture a better quality of illtmiinating oil 
at less expense by uniting the knowledge^ experience and 
skill of all parties, as well as their various secret processes 
and patents, and by building up manufactories on a more 
extensive and perfect scale with improved machinery and 
appliances. 

3. To unite with the business of refijiing the business 
necessarily collateral thereto, to wit, the manufacture of 
barrels, of tin cans, of boxes for inclosing cans, of paint, 
of glue and of sulphuric acid, and to cheapen these neces- 
sary materials by manufacturing them on a large scale 
with the best machinery. 

4. To obtain and utilize the best scientific skill in in- 
vestigating and experimenting upon the obtaining of new 
and useful products from petroleum, and to cheapen illu- 
minating oils by obtaining profits from these by-products. 

5. To employ agents and send them through the world 
to open up markets, learn the cheapest and best methods 
jof supplying them, and to convince the people of all lands 
•pf the cheapness and safety of petroleum oils. 

! 6. By all the means enumerated to increase the supply 
of oil products and lessen their price to the consumer. 

I say that these were the objects of the combination, 
"because this is what for fifteen years the combination has 
been doing. To accomplish these purposes combination 



HISTORY OP THE STANDARD OIL COMPANY. 59 

was absolutely necessary. No one man, no one corpora- 
tion, could accomplish it. It meant millions of money. 
How much money it required the parties then inadequately 
comprehended. The result proved that for the pipe line 
and storage system alone thirty millions of dollars were 
necessary. 

Such were the purposes of the combination. What was 
its nature? 

Stockholders of the various corporations referred to be- 
came mutually interested in the stocks of all. It was a 
union not of corporations, but of stockholders. The com- 
panies continued to conduct their business as before. They 
ceased to be competitive in the sense of striving to under- 
sell each other. They continued to be competitive, and 
are to this day competitive, in the sense that each company 
strives to show at the end of the year the best results in 
making the best products at the lowest cost. 

From time to time new persons and capital were taken 
into this association. Whenever and wherever a man 
showed himself skillful and useful in any branch of the 
business he was sought after. As the business increased 
new corporations were formed in various States, some as 
trading companies, others as manufacturing companies. 
In some cases the stocks of these companies were placed 
in the hands of trustees instead of being distributed to 
the owners. Out of this grew what is known as the 
Standard Oil Trust. It was simply an agreement placing 
all these stocks in the hands of trustees, declaring the trust 
on which they were held, and providing for the issuing of 
a certificate showing the amount of interest of each owner 
in the stocks so held in trust. This agreement did not in 
any essential manner change the nature of the association 
previously existing. Its essential character was and is 
simply a common ownership of stocks in various corpora^ 
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tions. If it is a crime per se, this and only this consti- 
tutes the crime, namely — that persons unite their capital 
and purchase stocks of various corporations, or form 
various corporations, and hold their stocks for the purpose 
of conducting an extensive business by means of different 
corporations. The State of New York permits manufac- 
turing corporations to be formed with unlimited capital. 
It permits corporations so formed to combine. A cor- 
poration formed there could carry on business through- 
out the nation, or a commercial business throughout the 
world. This would be commendable. But suppose per- 
sons thus desiring to do business prefer, instead of organ- 
izing one corporation in New York, to organize a corpora- 
tion in each State in which they do a local business, so 
that the business transacted in each State shall be con- 
ducted by a home corporation subject in all respects to the 
law of the State where located. Such a plan has seemed 
to me commendable, not blameable, and, in consequence, 
we have organized a Standard Oil Compwiny in New York, 
in New Jersey, in Kentucky, in Iowa, in Minnesota ; one 
exists in Ohio, one in Pennsylvania. The business of each 
State is, as far as possible, transacted by a corporation or- 
ganized under the laws of that State and subject to its 
jurisdiction. It pays its taxes there, and is usually of- 
ficered by citizens and residents. If this Government was 
a unit instead of a federation of States there would prob- 
ably be no Standard Oil Trust. 

The voting power was not changed by the Trust Agree- 
ment. Those named as trustees then held the voting 
power by virtue of their absolute ownership of a majority 
of the stock placed in trust, and if the trust was to-day dis- 
solved, the power of the trustees would not be altered. 
They, as individuals, would still be the holders of a ma- 
jority of all the stocks held in trust, and would as indi- 
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viduals possess the voting power they now exercise as 
trustees. 

I have stated the purposes of this combination. Let us 
take up the facts and figures showing what has actually 
been accomplished. 

I. The Standard Oil Combination has not witheld sup-f 
plies and increased prices, but the contrary.^. 

The oil business began in 1859. This co-operation of 
refiners began in 1872, but reached no considerable pro- 
portions until 1874. ; 

In 1870 the production of oil was about five million j 
barrels, and the consumption about equal. Price of crude! 
oil at well, $3.86 per barrel; price of export oil in New! 
York, barrel included, $11 per barrel. 

In 1873, the first year after co-operation began, the pro- 
duction of oil reached nearly ten million barrels, the con- 
sumption was nine and one-half millions, the price of crude 
oil fell to an average of $1.73 per barrel, and the price of 
export oil to $7.50 per barrel. The value of exports, not- 
withstanding decrease in price, increased from thirty-two 
and one-half millions to forty-two millions of dollars. 

In 1876 there was a rise in the price of crude oil to an 
average of $2.50 per barrel, based upon the fact that pro- 
duction was not materially increasing, and the oil regions, 
then confined to Venango, Clarion and Butler counties, 
Pennsylvania, were supposed to be fully developed and lia- 
ble to erfiaustion. Refined oil advanced in consequence 
to an average of $8 per barrel for that year. From that 
date the increase in supply and decrease in price has been 
constant. At the close of 1881, the date of formation of 
the tnist, the consumption of oil had increased to over 
nineteen million barrels per year ; the price of export oil at 
New York had decreased to about $3.36 per barrel, which, 
estimating package at $1.50 per barrel, leaves $1.86 as the 
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price of the oil per barrel, and yet the value of the exports 
amounted to over forty million dollars, showing an enor- 
mous increase in the trade. 

Notwithstanding the wonderful decrease in price and in- 
crease in amounts supplied to the market up to this time^ 
let us see what followed the creation of the trust. The 
decrease in price and increase in supplies did not cease. 
At the close of 1887, six years after the creation of the 
trust, we find the supply to the markets increased to over 
26J millions of barrels, of 42 gallons each, per year ; the 
price of the crude material reduced to an average of 66.66 
cents per barrel, and the price of 1 10 deg. Standard White 
to $2.81 per barrel, of 50 gallons, including the barrel. 
And notwithstanding the almost nominal price of oil, the 
value of exported products reached for that year the enor- 
mous sum of $46,824,933. 

These figures speak for the Standard Oil Company as 
nothing else can do. 

It is said the decrease in the price of refined products is 
entirely in consequence of the decline in the price of crude 
oil. If so, the Standard can claim no credit for it, because 
the result of all its operations is to keep up the price of 
the crude product. But look at the figures. In 1872 
crude oil was 9.43 cents per gallon and refined 23.59 cents 
per gallon. In 1887 crude oil was 1.59 cents per gallon, 
or 7.84 cents less than in 1872. Had the refined product 
been reduced only to the same extent it would have been 
15.75 cents per gallon in 1887. But it was only 6.72 cents 
per gallon. The difference, 9.03 cents per gallon, repre- 
sents the reduction in the refined products after elimi- 
nating the effect of the decline in crude. The prices of 
all other products of petroleum were reduced in the same 
proportion, and as over a thousand million gallons of 
crude was consumed in 1887, this reduction in the cost of 
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refined products, after allowance for the reduction in , 
crude, benefited the public to the extent of about ONE 
HUNDRED MILLIONS OF DOLLARS for that single 
year. For this the Standard claims its due proportion of 
credit. 

2. Cheapening Transportation. — In 1872 the pipe liner 
system was in its infancy. A number of local lines ex- 
isted. Their service was inefficient and expensive. There 
was no uniform rate. The united refiners undertook to 
unite and systematize this business. They purchased and 
consolidated the various little companies into what was 
long known as the United Pipe Line System. The first 
effect of this combination was a reduction of price of 
alPlocal transportation to a uniform rate of at first 3a 
and soon after 20 cents per barrel. The pipes were placed 
at every well. A storage system was also adopted. Huge 
iron tanks were builded in which oil could be stored await- 
ing a market. The cost of storage has been reduced until 
it is now cheaper than that of any other commodity. Oif 
was taken from any well, stored in these tanks, and a cer- 
tificate given the producer showing the amount. These 
certificates ultimately became the medium of trade in oil. 
They were bought and sold, and when presented at any 
pipe line terminus at any railroad the oil was delivered on 
board cars. The amount of capital back of these certifi- 
cates, and the uniformly careful manner in which the 
business was conducted eventually created such public 
ccnfidence in them that they have been dealt in by thou- 
sands of persons in this and other countries who never 
saw a barrel of crude oil. Exchanges for their sale exist 
in several of the principal cities. They are taken by banks 
as collateral. They are as good as money. They are now 
dealt in in the New York Stock Exchange. Oil is deliv- 
ered on them in New York as well as in the oil region. 
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Although the business was built up and owned by those 
who built up and owned the Standard Oil Company, the 
business is done for the public. Its benefit to the oil trade 
has been incalculable. Instead of, as is sometimes charged, 
the Standard being the sole buyer, the buyers are nimi- 
bered by thousands. The producer not only gets the high- 
est possible price which competition to purchase will bring, 
he gets also cash in hand. He never sees his oil from the 
moment it leaves his well. When he wants his well tank 
relieved, he telephones a pipe line ganger, sees his oil 
pumped, receives a ticket showing the amount, takes it to 
a pipe line office and gets a certificate which he can hold, 
borrow on or sell in any exchange, as he sees fit. No one 
can estimate this advantage to the business. Without 
combination, aggregated capital and public confidence in 
the security, it could not have been accomplished. Should 
you dissolve the combination and disperse the capital 
which makes these certificates secure, the system could no 
longer be maintained. 

The figures will show that in one year the production 
of oil exceeded thirty-one millions of barrels, or nine 
million barrels in excess of consumption. Consider for 
a moment what this means. Every day of that year iron 
tankage had to be built to accommodate twenty-five thou- 
sand barrels of surplus oil. This meant an army of iron 
workers and tank builders, and a cost per day of $7,500. 

This the Standard Oil companies accomplished. How, 
without aggregated capital, could it have been done? It 
is idle to speak of the work as Herculean. In these days, 
by combination of money and effort, the labor of a thou- 
sand Hercules is easily accomplished. 

So much for local transportation and storage. About 
1879 or 1880 it was discovered that railways were inade- 
quate to the task of getting oil to the seaboard as rapidly 
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as needed. Combined capital and energy were equal to 
the emergency. No need to detail how it was done. To- 
day there reaches from the oil regions of Pennsylvania 
and New York to the principal cities iron pipes conduct- 
ing oil as it comes from the wells. Two such lines reach 
to New York harbor with a capacity of 25,000 barrels per 
day. There is one such line to each of the cities of Phila- 
delphia, Baltimore, Buffalo, Cleveland and Pittsburgh, 
built by the Standard Oil combination at a cost of millions 
and doing business for the public. 

Now a word as to railway transportation. The one bur- 
den of the charges against the Standard is that it received 
special rates from railroads, which enabled it to distance 
its competitors. There is more ground for this than any 
other charges made against it. As before remarked, prob- 
ably the necessity of in some way improving and cheapen- 
ing transportation was a strong inducement to the original 
combination. There were competing roads and it was 
found that those who could ship in large and uniform 
quantities over any particular road could command special 
rates. It was then the universal mode of business. The j 
man who could not avail himself of it might as well retire j 
from business. The Standard availed itself of this modej 
of business. It could furnish the railroads with not carl 
loads but train loads. Besides, it built loading stations j 
and loaded the trains by its own labor. It built terminal 
stations, where it received and unloaded trains itself. It 
became its own insurer and released the railroads from 
any obligations for damages. It found that the country 
had not white-oak forests sufficient to furnish material for 
making barrels to hold all the oil shipped, and it experi- 
mented on car after car for carrying oil in bulk. When 
the proper car was found it constructed thousands of them 
and placed them on the railroads. For these services it 
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demanded and obtained low and lower rates of freight. 
The freight was lowered to the public at the same time. 
In 1872 it cost $1.50 to get a barrel of oil to New York. 
To-day it costs 50 cents. 

It is true the Standard often got a special rate. The 
railroads refused to carry oil for the same prices for those 
who shipped in packages in carload or less than carload 
lots, who did not do their own loading or unloading, or 
furnish their own cars or terminal facilities. Whether this 
was an absurd, unjust and criminal position for the rail- 
roads to take, let the Supreme Court of the United States 
decide. The question in various phases is before it. The 
Standard has always contended that its immense outlay 
in cheapening the actual cost to the railroads of oil trans- 
portation entitled it to correspondingly less rates of 
freight. 

The Interstate Commerce Commission has lately decided 
that every pound of oil is entitled, whether carried in 
barrels or in bulk, to reach the market at equal rates. 
This is founded on the modern idea that enterprise, energy 
and capital are not entitled to advantage in competition. 
The race is not to the swift, nor the battle to the strong. 
Controlled by such ideas, competition is of no benefit to the 
public. All are placed upon a dead level. The unfittest 
as well as the fittest survive. Whether this is or is not the 
correct principle, the result is that to-day all shippers, by 
all modes, are charged the same freight per pound. 

One word more before leaving the subject. Assertions 
of the most absurd character have been made, published in 
magazines and books, and reiterated on the floor of Con- 
gress by those who ought to know whether they speak 
the truth or not, in relation to the amount of these spe-^ 
cial rates or drawbacks. The favorite story is that A. J. 
Cassatt testified before a New York legislative investi-^ 
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gating committee that the railways had paid the Standard 
$10,000,000 in rebates in eighteen months. 

Of course, A. J. Cassatt never testified to any such thing/ 
at any time or place, and the man who invented the story j 
certainly smiled at its absurdity. It has become a part of 
history, however, and may be found in learned volumes 
and in the Congressional Record. It will be told for 
truth after we are dead. It is a fair sample of stories 
about the Standard. 

3. Cheapening Cost of Manufacture. — ^The Association 
of Refiners united the best knowledge and skill in the busi- 
ness. If one had a patent it was open to all. If one had 
a secret, the others shared it. Methods were compared. 
New plans were tested. Results were and are carefully 
collated. If one establishment succeeds in saving the frac- 
tion of a cent per barrel in making oil the reason is known 
and the method of saving adopted. If good results are 
obtained in one manufactory and bad results in another, 
the reason is at once discovered and faults corrected. 
Scientific men are constantly employed who have made 
useful discoveries in new products and new methods of 
manufacture. The consequence of all this is that since 
1872 the actual cost of manufacture of refined oil has been 
reduced 66 per cent. 

The public have the advantage of this in the reduced 
price at which the oil is sold, which benefit amounts to 
millions annually. 

4. The same cheapening of manufacture has taken place 
in the manufacture of barrels, tin cans, boxes for inclosing 
cans, paint, glue and acid. 

In 1872 barrels cost the trade $2.35 each. They are 
now manufactured at our own manufactories at a cost of 
$1.25 each. About 3,500,000 barrels are used per annum. 
This single item amounts to $4,000,000 per year. 
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In 1874 cans cost thirty cents each. They are now 
made by our manufactories for less than fifteen cents. 

Thirty-six million cans are used each year, and this one 
item of saving amounts to $5400,000 each year. 

In 1874 wooden cases cost twenty cents eadi. They are 
now manufactured by our own manufactories at a cost of 
about thirteen cents each. The saving in this item alone 
amounts to $1,250,000 each year. 

The same cheapening process has taken place in the 
manufacture of tanks, stills, pumps and ever)rthing used 
in the business. 

All these millions are saved by the economies which 
combination of persons, capital, experience and skill ren- 
der possible, without reducing the wages of a single labor- 
ing man. 

5. The Business in By-Products of Petroleum. — ^After 
illuminating oil is manufactured a large residuum is left. 
Up to 1875 ^is was almost exclusively used as fuel at the 
refineries. The Standard devoted special attention to this 
residuum. Experts visited the great shale works in Scot- 
land and studied their methods. The consequence was 
that extensive works were erected for the manufacture of 
products from this residuum, principally lubricating oils 
and paraffine wax. These works are necessarily expen- 
sive, and manufacture the residuum of a large number of 
refineries. Small refineries cannot advantageously engage 
in this branch of business and cannot afford to maufacture 
illuminating oils unless they can dispose of their residuum. 
This is one of the reasons so many small refineries prove 
failures. The cost of manufacture of lubricating oils and 
wax has been reduced by improved methods and constant 
attention, and the price to the consumer has been con- 
stantly reduced, averaging to-day fifty per cent, less than 
in i8;«. 
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The use of illuminating oils was introduced to the pub- 
lic with comparative ease, because it met an urgent need. 
Lubricating oils, oh the contrary, met with slow recog- 
nition, having to supplant sperm, lard and fish oils. In 
Europe, in addition, the products of shale had to be com- 
peted with. The work was pushed with vigor, with cap- 
ital and with success. An enormous home and foreign 
trade has been established in these by-products. 

Numerous other useful products are obtained from pe- 
troleum, and no expense has been spared to find a use and 
a market for them. All this results in ability to sell illu- 
minating oil at a price a little above the cost of the crude 
product, and thus to make it "the poor man's light." 

6. Markets for Products. — ^To make the consumption 
as great as it is, the first essentials were good quality and 
cheapness. But that is not enough. Twenty-five years 
ago the world was just beginning to hear of petroleum. 
When this Standard combination was formed twelve 
years had elapsed and the world was using less than six 
millions of barrels per annum. Of that three and one-half 
million barrels were exported. In two years afterward 
the exports were nearly six million barrels. The reason 
for it was that no single refinery could afford to keep 
agents in Europe and Asia to demonstrate the advantages 
of this product, open means for its convenient and safe 
trans-shipment and force it upon the trade. The refiners 
when combined could do it, did do it and continue to do it. 
The consequence is that petroleum is to-day the light of 
the world. It is carried wherever a wheel can roll or a 
camel's hoof be planted. The caravans on the desert of 
Sahara go laden with Pratt's Astral, and elephants in In- 
dia carry cases of Standard White. Ships are constantly 
loading at our wharves for Japan, Java and the most dis- 
tant isles of the sea. Our country's revenues are swollen 
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fifty millions of dollars per year by this trade. Think you 
it was built up or maintained without cause? It never 
could have happened without combinations of persons and 
capital, and without the support of combination and cap- 
ital the whole trade would be swept to destruction as the 
vanishing of a cloud on a summer's day. To illustrate, let 
me give the history of a small subject. 

Complaints occasionally come to us from all parts of the 
world that oil is not proving satisfactory. An agent is 
sent to investigate. Sometimes the cause of the trouble 
is found to be Russian oil in American packages, or oil 
under false trade-marks. Consuls, Ministers and Govern- 
ments are besieged until a remedy is obtained. One great 
cause of complaint arose from bad wicks. Some years 
ago a manufactory was established by the Standard in- 
terests for manufacturing the best wick known. Its cap- 
ital is large, but it sinks about all its capital every year. 
The wicks are sold at a price so low as to compel their use. 
Things like these cost thousands of dollars per annum, 
but they save our market. This is done at our expense, 
but our competitors reap their share of the benefit. With- 
out combination it would not be done at all. 

On the shores of the Caspian Sea for centuries have 
burned the sacred fires of Baku. These fires are fed by 
petroleum which there is ready to burst forth like a vol- 
cano at the piercing of a few feet of rock. Long before 
petroleum was discovered in Pennsylvania it was an ar- 
ticle of commerce in Russia. No great activity was shown 
in this field until about the year 1872, when the oil lands 
passed into private hands. In 1879 195 refineries were in 
existence, capable of turning out 1,400,000 barrels an- 
nually. 

About this time they discovered there what had been 
demonstrated here long before, that combination and cap- 
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ital were necessary to make a success of the business. 
Nobel Brothers put into it a capital of $2,500,000. All the 
American experience was utilized. Pipe lines were built, 
2,500 tank cars placed upon the railroad, huge tanks, ware- 
houses and docks erected, ships constructed carrying oil 
in bulk, and case and can manufactories were established. 
In fact, an imitation of the Standard Oil enterprise mani- 
fested itself on the shores of the Caspian. No doubt the 
hundreds of small refineries, which for years had accom- 
plished as little as the windmill at Nantucket, were crushed 
out, but a business was built up and Russian oil was placed 
upon the market, not only in Russia and the Orient, but 
also in Austria, Germany and even England. Since that 
day Russian competition has to be fought in every portion 
of the Eastern Hemisphere. Russian oil is sold in Amer- 
ican packages under American trade-marks. The crude 
product is cheaper than water, varying from two to six 
cents per barrel. A better illuminating product is con- 
stantly being obtained. It is rich in lubricating oils of a 
good quality. Its refuse is used for fuel on the ships 
which transport it. The Rothschilds have taken hold of 
the business and new pipe lines are projected. Unlimited 
capital and energy will be put into the business. It must 
be met with unlimited capital and energy or our foreign 
trade of fifty millions annually will be sadly impaired. 

Had this matter been left to individuals to be met with- 
out combination or united effort, Russia to-day would con- 
trol all the markets of the East. Pass a law that persons 
in the same business cannot agree upon prices, or co- 
operate in their business, and in five years, instead of an 
annual income of fifty millions from oil exports, you will 
not have ten millions. Without the pipe line system, the 
cheap transportation and the improvements in manufac- 
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ture which I have narrated, the markets in Europe and 
Asia could not be held against Russia for a single year. 

Such is briefly the history of the rise, progress and re- 
sults of the business of the United Refiners, popularly 
known for many years as the Standard Oil Company, now 
known as the Standard Oil Trust. I may state farther 
in relation to the companies represented in this union that 
they have been guilty of no stock jobbing and no water- 
ing of stock ; that no creditor has suflEered ; that their busi- 
ness obligations are strictly fulfilled; that labor is amply 
rewarded, and that it has an unparalleled record of satis- 
factory relations with its army of 25,000 employees. 

What, then, are the causes which have led to the popu- 
lar opinion that this Standard is a gigantic monopoly 
which must be crushed? The reasons are various, and I 
can only briefly review the principal ones. 

1. The principal reason at present is that there is "in 
the air" a socialistic prejudice against capital. It is use- 
less to seek for its causes, or to attempt to analyze it. It 
is strong and dangerous. Legislators can do much to 
counteract it by attempting to remedy real evils, and much 
to foster it by permitting demagogic feeling to usurp the 
place of reason. 

2. The Standard, on account of its aggregation of large 
capital, stands as the type, in the public estimation, of a 
modem monopoly crushing out all competition. 

It is not and never has been a monopoly in any sense 
of the word. The corporations are, with a single ex- 
ception, ordinary manufacturing companies, organized un- 
der general laws of the various States. They do not pos- 
sess a single exclusive franchise or special privilege.'! All 
the privileges they possess are open to all persons and may 
be obtained by simply signing and filing a paper stating 
the desire to be incorporated. The "Trust" is a trust, and 
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nothing more. The companies are governed by their re- 
spective officers and are subject to the laws of the several 
States where organized. The trustees are the stockhold- 
ers. The companies necessarily work in the same inter- 
est because the interest of the stockholders is identical. 

Neither has the Standard destroyed competition. In 
1872, the date of the inception of this union of refiners, 
the total amount of crude oil refined was five and one-half 
millions of barrels annually. Of this business the refiners 
who ultimately became associated did by far the greater 
proportion. Competition at home and abroad has never 
ceased for a single instant and has always been strong 
enough to give the public all the advantages which comt- 
petition confers. To-day the amount of oil refined is about 
twenty-four millions of barrels annually, and of this re- 
fineries in competition with the Standard do about twenty- 
five per cent., or six millions of barrels, which is more 
than the total amount refined when this combination be- 
gan, and probably three times more than the competitive 
refiners manufactured at that date. How can that busi- 
ness be said to be crushed out which has tripled during the 
crushing out process ? There are to-day over one hundred 
refineries in active competition. If any undue price was 
placed upon oil products, the number would double almost 
in a night. Nothing but low prices keeps out competitive 
capital. 

All competitive refineries have benefited by the Stand- 
ard's efforts at improvement and by its money expended 
in establishing markets. Many refineries have failed. 
Competition has simply moved to a higher plane. Those 
who could not or would not follow the business in its new 
lines could not succeed. Thousands of those who enter 
business are doomed to failure, no matter what the circum- 
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-Stances. No refiner has failed without damning the 
Standard. 

3. Another cause of the prevalent popular belief may be 
found in the absurd tales told in regard to the Standard's 
increase of capital. As a sample story, I extract this lan- 
guage from a late speech before the Congressional House 
Committee on Manufactures : "Do you know, my friends, 
the wealth of this monopoly to-day? One hundred and 
fifty millions, and still a-growing! Do you know its 
profits last year? Twenty-five millions of dollars. I have 
the figures here, and I hope you will examine them. Do 
you know with what amount of capital it started? Less 
than a million dollars. How did it acquire the other 
^149,000,000?" 

Talk like this does very well for oratory, but it puts 
truth to the blush. In the first place, the orator has wa- 
tered the capital of the associated companies sixty millions 
of dollars, which is moderate for an orator who has a 
point to make, but is contrary to public policy. I only re- 
fer to this matter to answer the question. Where did the 
other millions come from ? It came from the united cap- 
ital of the various companies whose stocks are held in 
trust. The Standard of Ohio represents now $3,500,000, 
its capital having been increased to that amount. In the 
■original union all the companies had large paid-up capital. 
The individuals thus uniting were able to control large 
<:apital in addition. Other large capitalists were induced 
to take an interest in the business. More capital was ob- 
tained by credit. In this way all the needed capital has 
"been raised from time to time. Earnings have also added 
to the capital to some extent. The dividends on Trust Cer- 
tificates were for some years six per cent., and for the last 
eighteen months ten per cent. Surplus earnings to the 
amount of twenty per cent, have been added to the plant. 
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A portion of this may be classed as an addition to the cap- 
ital, but not a large portion, for the plant depreciates in 
value very rapidly. Thirty millions of dollars are, as I 
said, invested in the pipe line and tank system. In this 
system one million barrels of tankage, costing $300,000, 
are now being rendered useless every month. The tanks 
are simply old junk. The oil fields are not permanent. 
They are rapidly being exhausted, and when exhausted 
an investment of thirty millions of dollars will be repre- 
sented by acres of old iron and thousands of miles of iron 
rust under ground. Is twelve or even fifteen per cent, on 
an investment of this character too much ? 

You will ask, how about last year's earnings of $25,- 
000,000, for which the eloquent, if not exact, orator holds 
the figures? He only, of all mankind, holds the figures. 
The year's statements are not yet made up, but we know 
they reach no such sum. The earnings for 1886, after 
making necessary deductions for depreciation in plant, did 
not exceed thirteen per cent, on the capital. 

Before leaving this subject, contrast for a moment the 
nature of the complaints just considered. One is, in ef- 
fect, that the Standard has sold its products so low, kept 
the margin between crude and refined oils so close that 
competitors could not make money and were crushed out 
The other is that the Standard sold oils too high and made 
too much money. Both views cannot be true. The truth 
undoubtedly lies between the two. The Standard's meth- 
ods of business were such that it could sell oil products 
at figures too low for many competitors and still make fair 
profits for itself. If those methods of business are justifi- 
able which secure the greatest good to the greatest num- 
ber, this surely cannot be condemned. 

3. The third and last reason which I shall consider for 
popular prejudice against the Standard arises from the 
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complaints of oil producers for many years, that it, for 
its own purposes, kept down the price of crude oil. 

If you have followed my remarks you must be con- 
vinced that the storage and certificate system by which the 
producer sells his oil on exchanges to thousands of buy- 
ers, instead of to a few, must have tended to better his 
prices. This system was adopted and maintained at the 
request of producers, and is a sine qua non of their busi- 
ness. All the efforts I have narrated to cheapen the cost 
of making the products, and to force them upon home and 
foreign markets, must have also directly aided the pro- 
ducer. Without herculean efforts to market its products 
crude oil would have stagnated. With forty millions of 
barrels of surplus stock in tank, how could good prices be 
expected ? 

But it is said that the Standard has speculated in these 
certificates and sent the market up or down as it wished. 
This is emphatically denied. It has not speculated. It 
has purchased what it needed and used what it purchased. 
It has bought largely at times to save the market from ab- 
solute ruin, and for some years past, for like reasons, has 
carried a large part of the stock of oil at a loss to itself of 
millions. 

To show that the price of crude oil has been generally 
governed by the law of supply and demand, nothing is 
needed but the table of figures given in evidence before 
this committee. 

Up to 1866 the supply was limited and the demand was 
fully equal to it. No doubt, as indicated by the price of 
$6 and $7 per barrel, the demand was in excess of sup- 
ply. In 1866 we find an excess of supply of half a million 
barrels and a consequent drop in price to $3.76. The 
same excess of production continued in 1867, and over 
half a million barrels had to be stored in the oil regions. 
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In consequence oil dropped to $2.20. Then for two years 
the demand exceeded the supply ; stocks on hand were re- 
duced and prices advanced to $3.57 for 1868 and $5.64 
for 1869. The same causes kept prices near and above $4 
in 1870, 1871 and 1872. About this time the great Butler 
field was discovered. In 1873 we find an accumulation of 
over a million and a half of stocks, and prices reduced to 
$1.73. In 1874 three and one-half million stocks, and 
prices $1.18. One reason of extremely low prices at this 
time was the enormous gushers found and ignorance as 
to the limits of the field. In 1875 and 1876 stocks were 
reduced to two million barrels and prices advanced to 
$2.51. In 1877 the great Bradford region became promi- 
nent, and in 1878 it was pouring out riveirs of oil. The 
production increased to fifteen million barrels per year. 
Up to this time the refiners had fairly kept pace with the 
producers. Markets had been found. Refined oil had 
been reduced to fifteen cents per gallon. The consumption 
exceeded thirteen millions of barrels. 

But no exertions, no cheapening of pricesi could keep 
the demand equal to the enormous supply. Hence in 1878 
we find over four million barrels in stock and prices down 
to $1.16; in 1879 eight millions in stock and prices down 
to 88i cents per barrel. It is possible this accumulation 
is not of itself sufficient to account for the great reduction 
in prices. It was this, combined with the fact that a vast 
territory had been found, apparently unlimited in its ca- 
pacity of supply, and from which oil was obtained at far 
less expense than in other territory. After that date the 
annual supply increased to thirty-one millions in 1882, the 
stocks on hand to thirty-nine millions in 1884, and prices 
have since kept below the dollar line, except in the single 
year when buyers were encouraged by a falling off in pro- 
duction of about five million barrels, and prices averaged 
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$1.05. But no market could be sustained with this enor- 
mous load of surplus production of over thirty million 
barrels, and prices went down until in 1887 an average of 
66.66 cents per barrel was reached. At present stocks are 
being rapidly drawn upon, buyers are encouraged and 
prices stand at or near 95 cents. 

There is no escaping the conclusion. Prices have, in 
the main, been governed by supply and demand. Specu- 
lation has made the public buyers and held prices some- 
what higher than they would otherwise have been. At 
times speculation may have depressed prices. But the 
average tells the story. The laws of supply and demand 
have governed. How could it be otherwise when you 
consider the thousands of buyers? Last year was a dull 
year for the business, and yet twenty-seven hundred mill- 
ions of barrels of oil were sold on 'Change. 

For many years this was not understood or admitted by 
oil producers. The fact of over production was denied 
and the whole cause of diminution in price charged to the 
Standard. In 1878 and 1879, when the Bradford region 
became so prominent and stock began to accumulate at 
the rate of six or eight million barrels per year, the Pipe 
Line Company served notice that it could not take care 
\ of this accumulation. Producers claimed that, being a 
storage company, it must do it. Tanks could not be erect- 
ed rapidly enough and oil ran upon the ground. This 
caused such intense excitement that riot was imminent. 
Secret associations were formed, masked men paraded at 
midnight, death and destruction were threatened. The 
wildest stories were believed, such as that the tanks were 
not filled, and that the story of over production was a 
Standard lie, invented for the purpose of enabling it to 
purchase cheap oil. At length the Standard was forced 
to enter into an agreement to erect sufficient tankage to 
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take care of all oil produced, and it thereafter did so, not-| 
withstanding the production for a time equaled one hun-[ 
dred thousand barrels per day. 

To-day the principal thing for which the oil producer 
blames the Standard is that it erected this tankage and 
saved this surplus which sits like an incubus upon his 
market. All now admit that overproduction caused all 
the trouble. A late paper signed by every important oil 
producer has this preamble : 

"Whereas, There has accumulated in the past ten years; 
an excessive stock of crude petroleum which is deteriorat-^ 
ing in quality, and a portion of which each year becomes 
sediment, valueless for any purpose, and the carrying of 
which excessive stock requires the expenditure of vast 
sums annually ; and Whereas, In consequence of the exist- 
ence of said stock the price of crude petroleum has for the 
past year been largely below the cost at which the same 
was produced, etc." 

Thus time at length brings truth to light. The oil pro- 
ducer knows and admits that his charges against the 
Standard in 1878 and many subsequent years were base- 
less and unjust. But the influence of those unjust charges 
and the accompanying public excitement is prejudicing 
your minds to-day as the waves caused by a storm at sea 
will fret distant shores long after the storm is over. 

It is useless to dwell further upon the current allega- 
tions against the Standard. The majority of them are as 
wild and baseless as Arabian Nights' Tales. 

I have dwelt at such length upon the history of the 
Standard because it is always referred to as embodying all 
the evils of combinations and trusts. And yet the facts 
show that it, or some similar combination of persons and 
capital, was and is essential to the building up and main- 
tenance of the American oil trade; that its destruction 
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would be the destruction of that trade; that it has fur- 
nished the producer a cash market and the best possible 
price for his oil, and that it is benefiting the public by 
actual reduction in cost of manufacture and prices to the 
extent of more than its aggregated capital each year. Let 
the State or National Legislature provide a better mode 
for carrying on this business if they can, but let them not 
despoil the structure until a better is provided to take its 
place. 



ADDRESS TO BOSTON MERCHANTS' ASSOCIA- 
TION. 1889. 



Mr. Chairman and Gentlemen of the Boston Merchants' 

Association : 

After thanking you for this honor and privilege, I shall 
proceed at once to the subject which you have invited me 
to discuss. 

The public objection to "Trusts" could be more easily 
answered if it was understood definitely what the public 
means by "Trusts." Associations, agreements and trade 
arrangements, utterly diverse in character, some bene- 
ficial, others no doubt injurious, are included under the 
general name "Trusts." I shall not attempt to discuss 
the various schemes included in the term, but shall speak 
of a trust as a combination of persons and capital on a 
large scale, and by a comparatively new method, for the 
purpose of carrying on manufacture and commerce. 

No one can doubt that there exists an earnest popular 
prejudice against trade combinations. It has existed for 
five centuries, and is, therefore, an inherited quality too 
well rooted to be easily eradicated. Americans of to-day 
have so far progressed as to be extremely inconsistent on 
the subject. We admit that manufactures and commerce 
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could not be carried on without ccxnbinations of perscms 
and capital on a scale to correspond with the trade, yet 
we denounce combinations as a public evil. It was not so 
with our English ancestors. They were consistently and 
uncompromisingly opposed to all combinaticms for the 
purposes of trade, whether large or small. 

There is evidence that their opposition extended even 
to an ordinary partnership. I do not know that an ordi- 
nary partnership between two persons was ever held to be 
illegal, but principles are enunciated in the opinions of 
judges, which, if carried to their legitimate conclusions, 
would render such a combination a criminal conspiracy. 
It has been again and again gravely announced as "com- 
mon law" that "a combination between two or more per- 
sons is unlawful, although the act which they combined to 
do might be lawful if performed by any one singly," that 
"acts innocent in themselves are criminal when done in 
concert." Such expressions serve to indicate public opin- 
ion. They do not, however, stand alone. As late as the 
seventeenth year of George III. a statute was enacted 
making it a penal offense for any number of persons above 
five to associate, either by covenant or partnership, for 
dealing in bricks, and similar laws were afterward enacted 
relative to dealing in coals and other commodities. 

The objections to such combinations were identical with 
those urged to-day. It was claimed that they tended to 
destroy competition and tended to monopoly, that they 
tended to enhance prices and to injure the public, that they 
tended to oppress individuals who could not successfully 
compete against persons and capital combined. 

Whatever else we may say of our ancestors, they were,, 
at least, consistent. These objections, so far as tendency 
is concerned (and all objections were and are to the ten- 
dency), apply as strongly to a partnership of two indi- 
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viduals as to an association, call it partnership, corpora- 
tion, trust, or what you will, of a thousand persons. If 
you assent that two persons may ccwnbine while a thousand 
may not, you no longer object to combination per se, but 
to large combinations. Yet you would find it difficult, I 
think, to draw the line between a combination which is and 
one which is not injurious to trade, on account of magni- 
tude, because it must be evident that a partnership be- 
tween two rival tradesmen in a country village will give 
them greater power over the market of that village than 
would be effected by a combination of hundreds of persons 
and millions of capital in some trade which has the world 
for a market, and in which other hundreds of persons and 
millions of capital are anxious to compete. 

Another form of combination which almost drove our 
English ancestors to frenzy was the corporation. For this 
there was good and sufficient reason. The privilege of 
being a corporation was a franchise which could only be 
granted by the King's patent or by act of Parliament. 
The franchises granted to such corporations were gener- 
ally exclusive, or in other words monopolies. It would 
be useless to depict to this audience the evils of the an- 
cient monopolies. 

It is supposed by many that monopolies ceased to be 
granted after the reign of James I. This is an error. The 
prerogative was taken from the King, but never from Par- 
liament — indeed, could not be, under the English Constitu- 
tion. Parliament possibly did not create many monopolies 
after the date referred to, and as business corporations, 
under the system of granting exclusive privileges, were 
monopolies, very few were created for the purpose of le- 
gitimate trade. 

After the invention of steam and machinery and the 
consequent revival of trade and commerce, it is useless to 
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say that combinations of persons and capital on a large 
and larger scale to correspond with the increased trade be- 
came an absolute necessity. 

Without such combinations, trade, as now understood, 
was impossible. England's huge manufactories, her great 
warehouses and her steamships would never have been 
built. Her wealth-giving mines would have remained un- 
opened. 

As the ordinary partnership was inadequate for the pur- 
pose, and as corporations with exclusive franchises could 
not be obtained except by the favorites of Parliament, or, 
still worse, by bribery, business men were forced to devise 
a substitute, which created far more consternation and 
evoked far more opposition in England in that day than 
'Trusts" have created in this country. I refer to the Joint 
Stock Association. It was a modified partnership, 
adapted to the need of a large and fluctuating number of 
members. It was not dissolved by the death or retirement 
of a partner. It issued transferable shares of stock. It 
was, in fact, the corporation of to-day, although for many 
years they were not recognized as corporations. 

These joint stock associations were decried by press, 
pulpit and bench. They were denounced by the courts as 
nuisances and conspiracies, contrary to the common law. 
Parliament was appealed to pass some law which should 
effectually and forever destroy and render impossible 
such illegal combinations. It responded by an act in 1719, 
known as the "bubble" or "moonshine" act. This act re- 
cited, among other things, that "opening books for public 
subscription and drawing persons to subscribe was dan- 
gerous and mischievous," and enacted that "the combin- 
ing of persons and capital, and the issuing of transferable 
stock was a public nuisance," and the offenders were sub- 
jected to a forfeiture of all lands and goods and to impris- 
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onment for life. The reason upon which this law was jus- 
tified was briefly set forth in a case which arose under it 
(15 East, 511), to wit, that "the clubbing together of 
numbers of persons with transferable shares, for the pur- 
pose of carrying on trade, is calculated to put down in- 
dividual industry and competition." It is the argument 
so familiar to us to-day in appeals to the Government to 
suppress "Trusts." 

This law remained upon the statute book until 1825. A 
few persons were convicted under it, but nobody was pun- 
ished. In spite of the law joint stock associations in- 
creased in England. They were a necessity of business, 
and necessity knows no law. So far from destroying 
competition and raising prices their effect was exactly the 
reverse. Competition increased, prices were lowered, 
business and wealth were created. To-day they are ac- 
knowledged by all economists, politicians and lawyers as 
the main instrument of England's business prosperity. 

After the repeal of the bubble act, Parliament recog- 
nized the utility of joint stock associations and passed dif- 
ferent acts to legalize them. The policy of five centuries 
was changed, and England's policy for fifty years past 
has been to give free scope to combinations of persons 
and capital for the purposes of trade. Hundreds of stat- 
utes passed to protect trade, but having only the effect to 
hamper it, were repealed. Since 1855 in England seven 
or more persons may associate for any lawful purpose, 
and without limit of capital. That which was criminal is 
now sanctioned by law, and England to-day would no 
more think of re-enacting its barbarous laws against com- 
binations than of re-enacting its laws against witchcraft. 

In further illustration of ancient English prejudice 
against combinations, permit me to mention in passing the 
laws against combinations of workingmen. They werf» 
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forbidden to combine either to increase the wages of labor 
or to lessen the hours of work. The statute books were 
filled with the most imjust and arbitrary enactments on 
this subject from the time of Edward IV. to the reign 
of George IV. The eflFect of these acts was to enslave 
the workingman. The price of provisions might rise, or 
knavish kings might debase the coin, yet if the working- 
men united to demand a proportionate increase of wages 
they were guilty of crime. It was not the demand for 
more wages that was denounced as criminal, but the com- 
bination to effect this innocent purpose. In the reign of 
George IV. all such barbarous acts were repealed, but 
judges continued to hold such combinations criminal at 
common law, until an act was finally passed legalizing 
them. It has been found necessary to enact laws in most 
of the States of this Union to legalize combinations of 
workingmen to regulate or increase their wages. The 
man who, to-day, objects to freedom of peaceful combi- 
nation for the workingman needs to be relegated to the 
days of barbarism and slavery. Yet not one argument 
can be used in favor of such freedom for the employee 
that is not fully as applicable in favor of freedom of com- 
bination for the employer. 

One leading reason for popular opposition to all com- 
binations was that they facilitated offenses against trade. 
Offenses against trade were badgering, forestalling, en- 
grossing and regrating. These crimes consisted in pur- 
chasing goods on their way to market, buying to sell again 
in the same or a neighboring market and buying in large 
quantities. All these practices were denounced as en- 
deavors to enhance the market price of commodities, or, 
at least, having an apparent tendency so to do. So un- 
reasonable was the law that any person who made any 
motion by word, letter, message or otherwise, to any other 
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person for the enhancing of the price of goods, was guilty 
of crime. 

The people of England had several centuries of experi- 
ence of these laws. 

In I2th George III., a committee of the House of Com- 
mons reported that the several laws relating to badgers, 
engrossers, fbrestallers, and regrators had been the means 
of accomplishing the very object they were intended to 
prevent, namely, of raising the price of commodities. 
Upon this report all such laws were repealed. 

The judges had become so much attached to these laws, 
however, and after their repeal the same acts were held 
to be offenses at common law. One Waddington was 
convicted for expressing an opinion that the hop crop 
was about exhausted and the price would rise, and one 
Rusly was convicted for buying two hundred and fifty 
bushels of oats and selling them at a profit of six cents a 
bushel. 

Lord Kenyon in these cases declared that the statutes 
had been repealed "in an evil hour" ; that it would be a 
precedent of awful moment not to hold these acts criminal, 
because they deprived the poor of the necessities of life, 
and "blinked upon murder." 

Adam Smith had already declared that "the popular 
dread of engrossing and forestalling might be compared 
to the popular terrors and suspicions of witchcraft." Par- 
liament had declared that engrossing and forestalling did 
not raise the price of provisions, but the contrary, and yet 
so strong a hold had this superstition taken upon the 
minds of the judges, that Lord Campbell said that "com 
merchants were in danger of being torn to pieces by 
judge-led mobs," and Sidney Smith in his old age said, 
**the absurdity of attributing the high price of com to the 
combinations of farmers and the dealings of middle men 
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was the common nonsense talked in the days of my 
youth." 

Parliament was at length forced in 1844 to repeal every 
statute on the subject by name, some forty in all, and 
also to repeal the supposed common law, and in 34 Vict, 
c. 32, it clinched the matter as against all possible con- 
structions or misconstructions by enacting that "no per- 
son shall be liable for doing or conspiring to do any act 
upon the ground that it restrains or tends to restrain the 
free course of trade, unless it is such an act as is therein 
specified." 

A writer has lately said these repealed acts "testify to 
the ignorance of Parliaments, the puerility of judges, the 
subservience of juries, and the sufferings of their vic- 
tims, but to little more. Even the very words employed 
have passed out of the memory of man." 

But in this he is slightly mistaken. To-day "Trusts'* 
are denounced because it is supposed they are guilty of 
forestalling and engrossing. These are the "offenses 
against trade" of which it is claimed they are legally 
guilty. The ghosts of these old laws are called up. In 
an appeal presented to the Albany Legislature last winter 
to enact a law to suppress "Trusts," all these old laws 
were referred to as exemplifying the profound wisdom 
of our ancestors, and the Legislature was asked to stand 
by the old landmarks. Further, scarcely a bill has been 
presented to the Legislature or to Congress for the pur- 
pose of suppressing "Trusts" that does not revive these 
old offenses against trade, and go far beyond them by 
making it a crime for two or more partners to agree upon 
the price at which they would either buy or sell the arti- 
cles in which they trade. 

The settlers of this country brought English laws and 
prejudices against combination with them; but capital 
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being limited, they were forced to combine in spite of their 
laws and prejudices. Partnerships in business were com- 
mon from the earliest settlement of the country, and Leg- 
islatures created corporations with a free hand. Our 
States were, however, surprisingly slow in ridding them- 
selves of the monopolistic features of corporations, to wit : 
exclusive privileges. Always a source of corruption and 
of injustice, it is singular that the States have tolerated 
the disgrace for so many years. I am happy to say that 
the good Commonwealth of Massachusetts was one of the 
leaders in reforming this evil. In its Constitution of 178a 
is written these words: "No man, nor corporation, nor 
association of men, have any other title to obtain advan- 
tages or particular and exclusive privileges distinct from 
those of the community than what arises from considera- 
tion of services rendered to the public." This was the 
keynote of industrial liberty in this land. It was followed 
by a statute in 1808 which permitted the tree formation 
of joint stock associations, our modern corporations, by 
simple registry of an agreement. Massachusetts and 
Rhode Island were filled with these combinations long 
before other States were awakened to the benefit of this 
privilege, and in no part of the world was there greater 
prosperity. The laborer shared the profits of labor, and 
talent and industry secured their appropriate reward. 
New York was not far behind. It permitted the forma- 
tion of associations by registry as early as 181 1. Penn- 
sylvania, always conservative, did not awaken to the im- 
portance of this subject until her Constitution of 1873 
was adopted. It is now the case, however, that in nearly 
all the States of this Union the right of combination is 
unrestricted. No exclusive right or privilege can be 
granted, and three or more persons may form a corpora- 
tion to carry on any lawful business by simply signing: 
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and filing an instrument declaring their intent. The num- 
ber who may combine and the capital they may employ is 
in most of the States unlimited. 

In other words, an industrial revolution has taken place. 
Trade is now free to all, and combinations for the pur- 
pose of trade are free to all on the same terms. What is 
the result? More corporations are created in each of our 
principal States now in one year than existed in the civ- 
ilized world at the beginning of the present century. They 
liave become the greatest means of State and national 
prosperity. They have promoted industry and thrift in 
•every branch of manufacture and commerce. They utilize 
the forces of nature for man's benefit. They are the in- 
struments of modem civilization. They have lessened 
the price of necessities, increased the wages of labor, 
"brought luxury to thousands of homes and comfort to 
•millions. We boast of our laws which guarantee politi- 
<:al and religious liberty. Not one whit less in impor- 
tance to the individual, and in their eflFect on the general 
•welfare, are our laws guaranteeing industrial liberty. 

Let those who claim (and some still survive to this day) 
that all combinations are oflFenses against trade, inasmuch 
as they tend to destroy competition, increase prices and 
oppress individuals, look around them. They will find 
that to-day industry by individuals, without combination, 
is the characteristic of barbarous and semi-civilized coun- 
tries, and that just m proportion as combination and con- 
<:entration of capital have taken place, have prices de- 
>creased, wages increased, wealth been created, and the in- 
dividual been benefited. Savages segregate, civilized peo- 
ple associate. The evolution of co-operation marks the 
evolution of civilization. 

I come now to the specific combination known as a 
Trust, and by a Trust I mean a combination conducting 
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legitimate business on a large scale. If others include in 
the term "Trust" mere covenants, agreements or arrange- 
ments of whatever nature to comer or monopolize a prod- 
uct, restrict its production and unduly enhance its price, 
I do not. Such miscalled Trusts I do not defend. A 
Trust is, properly speaking, an arrangement by which the 
stockholders of various corporations place their stocks in 
the hands of certain trustees, and take in lieu thereof cer- 
tificates showing each shareholder's equitable interest in 
all the stocks so held. The result is twofold. 

1. The stockholders thereby become interested in all 
the corporations whose stocks are thus held. 

2. The trustees elect the directors of the several cor- 
porations. 

The different corporations reserve their autonomy, but 
the result undoubtedly intended and reached is that the 
corporations become co-operative, rather than competi- 
tive ; that is, they are not competitive in the sense of try- 
ing to injure and destroy each other, but are competitors 
in the better sense of each trying to do the best and most 
effective work at the least cost, and to show the best re- 
sults. They are co-operative in the sense of each being 
able to obtain the benefit of any knowledge, exi>erience or 
improvement known to the other. 

What is the necessity for such Trusts? Why, for in- 
stance, could not the same result be obtained by one large 
corporation? The reason is peculiar to this country. 
There is no necessity for Trusts, as I have defined them, 
in England, because any number of persons and any 
amount of capital may combine in one joint stock asso- 
ciation and conduct business all over England. Neither 
would Trusts be necessary here if Congress created in- 
dustrial corporations. This is a Federal Government. 
An industrial corporation is the creature of the State in 
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which it is organized. If permitted to do business other 
than commercial in another State, it is only by inter-State 
comity. The State may expel the foreign intruder any 
time without reason or apology. States are extremely 
jealous of foreign corporations. In some they are not al- 
lowed to hold real estate. In others they are discrimina- 
ted against by taxation. The great commercial State of 
New York, in an evil hour, passed an act which its courts 
construed as taxing foreign corporations doing business in 
that State upon their entire capital, wherever situated. 
This would inevitably have driven every foreign corpora- 
tion out of the State had not the law been amended. The 
taxing officers of Pennsylvania attempted to tax foreign 
corporations in the same way, but were not sustained by 
the courts, upon the ground that the act did not justify it. 
Attempts have been made since to enact a law taxing 
foreign corporations in this mode. 

For these, and many other reasons which might be 
given, when the business of a corporation overlaps the 
boundary of the parent State, it is convenient, and in many 
cases necessary, to form a new corporation in that State 
to conduct the local business. For instance, a company 
largely engaged in the refining of petroleum in New York 
may find it a trade necessity to establish local refineries to 
supply local trade. This necessitates a corporation in each 
State where such refinery is located. It may also have 
to establish merchandising centres in different States, and 
it will be found convenient to organize local corporations 
in different States for that purpose. The business will 
require barrels, boxes and tin cans in large quantities. 
It will be found cheaper to manufacture them, and the 
manufactory will be established where the materials can 
be best obtained. This makes it convenient to establish 
corporations for that purpose in different States. As the 
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business grows, corporations increase in number, and yet 
they are all in one interest, and the stockholders are the 
same. The stockholder cannot well dispose of the stock 
in one corporation because it is part of a system. Each 
one is governed by a different board and subject to the 
laws of a different State, but through identity of stocK- 
holders there is an identity of interest, Given this prob- 
lem, how would you solve it? You would suggest that 
the stockholders surrender their stock certificates into the 
hands of the trustee and take certificates from the trustees 
showing the amount of interest thus surrendered. This 
was the problem presented to me as a lawyer some years 
ago, and this was my solution. Thus the first Trust was 
formed. If it be admitted that business of a magnitude 
to overleap State boundaries and be commensurate with 
the nation is to be tolerated in the United States, then 
the Trust must also be tolerated, or the law must legalize 
some device to take its place. 

Steam and electricity have obliterated State boundaries 
for the purpose of business. New Orleans and San 
Francisco are as near to Boston to-day as were Springfield 
and New Bedford half a century ago. Our business com- 
binations must be modified to suit the changed circum- 
stances. 

It is charged that the object and effect of the Trust is 
to decrease the amount of the product and increase the 
price. 

I issued a pamphlet a year ago in which petroleum sta- 
tistics were given to the public. If any errors occurred 
in the figures our friends, the enemy, would have pointed 
them out, but they are accepted even by our enemies as 
correct. They show that since the Standard oil combina- 
tion was formed in 1872, crude oil has decreased in price 
from 9.42 cents per gallon to 1.59 cents per gallon in 1887. 
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Refined declined in the same time from 23.59 cents per 
gallon to 6.72 cents per gallon. The decline in the crude 
product is attributed to the enormous supply, at one time 
reaching nearly 100,000 barrels per day. Had refined de- 
clined only at the same rate the minimum price would 
have been 15.75 cents per gallon. But the fdl in refined 
is 9.03 cents per gallon greater than the fall in crude. 
As over 1,000,000,000 of gallons were consumed in 1887,. 
the saving of 9.03 cents per gallon to the public amounted 
to nearly $100,000,000 for that single year. Be it remem- 
bered, too, that the price in 1872 was a competitive price; 
cjompetition was so fierce that refiners were forced to com- 
bine to prevent ruin. 

This wonderful decline in price was largely effected by 
combination, after some ten years of unrestricted compe- 
tition had brought prices to the lowest possible competi- 
tive level. While the price was thus decreased the amount 
of product furnished to the public was more than quad- 
rupled. The consumption in 1872 was less than 6,000,- 
000; in 1887 over 26,000,000 barrels. This is the result 
after fourteen years of combination formed for the pur- 
pose, if public assertion be believed, of reducing product 
and increasing prices. 

If it is asked how the combination has been effective in 
increasing the manufactured products of petroleum, I an- 
swer : 

They have used capital, which only a large cotnbina- 
tion could use, in opening markets for petroleum through-^ 
out the civilized and uncivilized world. Through their ex- 
ertions it is now used wherever steamers, or sloops, or 
cars, or carts, or camels, or coolies can carry it. The ex- 
ports amount to $50,000,000 per year in value. The com- 
bination is now using capital, which only a large combi- 
nation can use, to hold the markets thus acquired against 
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Russian competition. Russia has already captured some 
of the markets of the East, and is putting oils into Liver- 
pool. To meet this competition bulk vessels are being, 
erected, and the American system of transportation hy 
bulk in tank cars and the use of tank stations is being 
adopted in England and on the Continent. This requires, 
millions of capital. Without a powerful combination to 
prevent it, Russia would soon occupy every market that 
America now controls. 

How have combinations decreased the price? 

First — By enlarging the output and making large gains, 
out of small profits. 

Second — They have used capital in cheapening methods- 
of transportation, building cars for carrying oil in bulk, 
erecting tank stations for storing oil in bulk, and in erect-^ 
ing pipe lines. In consequence, the rate of transporta-^ 
tion has been reduced about two-thirds in fourteen years,, 
a saving not far from $20,000,000 per year. 

Third — All persons in the combination have the benefit 
of the combined knowledge and experience of the best 
and cheapest methods of manufacture, as well as the use 
of all patents, in consequence of which the actual cost of 
manufacturing refined oil has been reduced 66 per cent, 
in fourteen years. 

Fourth — ^The same cheapening has taken place in the 
manufacture of barrels, tin cans, boxes for inclosing cans^ 
paint, glue and acid. The companies use 3,500,000 barrels 
per annum. The saving in cost of manufacture since 
1873 amounts to $4,000,000 per annum. Thirty-six mill- 
ion cans are used per year. The cost of making has been 
reduced about one-half. The saving amounts to $5400,- 
000 per annum. The cost of making wooden cases has 
been reduced one-third. The saving amounts to $1,250,- 
000 per annum. The public has had the benefit of alf 
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these savings in a cheaper product, and it is in this way 
that the reduction of nine cents per gallon, equaling $ioo,- 
000,000 per year, has been brought about. So far from 
crushing out competition, the amount of oil refined by the 
persons outside of the combination has quadrupled during 
the existence of the combination. 

Similar figures could be given showing a similar result 
of concentration of capital in almost all our industries. 
Capital has concentrated to a remarkable degree in the 
manufacture of cotton cloth, in consequence of which, 
since 1830, the price has been reduced 60 per cent., the 
consumption has increased 100 per cent., and wages of 
operatives have doubled. The manufacturer is richer t?o- 
day with two cents profit than he was fifty years ago with 
four cents profit, and a workingman can afford two shirts 
now to one then. 

Railroads have combined during the last twenty years 
against the most determined public opposition.. In conse- 
quence, the comfort and convenience of transportation 
have wonderfully increased, while the cost has decreased 
50 per cent. Telegraphs have combined, and the aver- 
age reduction in the price of messages is 70 per cent. 

The legitimate advantages which every large combina- 
tion has over its smaller competitors is in the direction of 
opening new markets, increasing the output, cheapening 
-cost of manufacture and transportation, and making 
profits out of large sales and small economies. In this 
form the wealth-producing instrumentalities reach their 
highest development and produce their most perfect re- 
sults. Is it necessary to add that the public must be in the 
end benefited by whatever adds to the active capital of 
the country? The socialistic cry that as the "rich grow 
richer, the poor grow poorer," is not true, never was true 
in a wealth-producing country. The poverty of the la- 
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borer is due to the fact that the aggregate wealth pro- 
duced is too small, and not to the unequal distribution of 
that which is produced. If the rents of all lands were 
distributed equally to the public, it would not amount to 
three cents per day per head. If the surplus income of 
all employers was annually distributed among all the la- 
boring class, it would not appreciably better their condi- 
tion and would soon bring trade to a standstill. What is 
needed is a greater production of wealth. The greater the 
aggregate wealth the more equitable its distribution, is a 
fact in economic science beyond dispute. In every land 
wages are highest and prices of product are lowest where 
the most capital is invested and the natural forces are 
most effectually utilized. In England, steam furnishes 78 
per cent, of the productive power, and industries are car- 
ried on by combinations on a large scale. Ten laborers 
there are thus made equal to 43 laborers in Spain, 61 in 
Italy and 70 in Portgual. The amount of active capital 
in England equals $1,300 per capita, to from $2 to $3 per 
capita in the countries named. Wages in England conse- 
quently average $7.44 per week, to about $3 per week in 
the countries where industries are principally conducted 
by individuals. Our hope for the future is in the im- 
proved use of natural forces through the most perfect 
madiinery, in the increased consumption caused by the 
lower price of products, and in the large aggregation of 
capital necessary to accomplish these results. 



TRUSTS. * 

Trusts, in the strict sense of the term, are formed by 
the stockholders of various corporations placing their 
stocks in the hands of trustees, with the result that the 
stockholders thereby become interested in all the corpora- 
tions whose stocks are thus placed in trust, and the cor- 
porations are managed with a view to the united interests 
of the stockholders. The corporations are no longer com- 
petitive, but co-operative. 

Such trusts, like all other business combinations, 
whether partnerships, associations or corporations, are 
evil if organized and conducted for evil purposes, and 
beneficial if organized and conducted for legitimate pur- 
poses. There can be no objection to the mode of combi- 
nation if the purpose be a valid one. There is at least one 
good and sufficient reason for the existence of this par- 
ticular form of association arising out of our peculiar 
combination of Federal and State governments. Corpora- 
tions are created by the States, are citizens of the State 
where formed, and have no right to do business in other 
States except by a species of toleration called interstate 
comity. In some States foreign corporations may not 
hold land, and in others they are discriminated against by 

* New York Tribune, 1890. 
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taxation. Consequently, when parties associate them- 
selves and their capital for doing business in different 
States, they find it convenient to organize corporations in 
each separate State in which their business is localized, 
and to secure unity of interests of their separate corpora- 
tions by a trust. Notwithstanding all that has been said 
of the purposes and objects of trusts, this was the sole 
reason for their original formation, and must be recog- 
nized as a reason for their existence so long as business 
corporations cannot be organized under Federal laws. 

The public care little for the mere form of business as- 
sociations. They are interested in results. They assume 
that the trusts now existing have been formed for certain 
purposes and have certain effects; consequently, all ar- 
rangements supposed to have such purposes and effects, 
are classed as trusts, no matter whether the instrumental- 
ity be a trust, properly speaking, or some other form of 
combination, or simple agreement and arrangement with- 
out organized combination. 

Any discussion of trusts would be barren which did not 
recognize this wide meaning. It must be considered to 
what extent the supposed evil purposes and effects are in 
fact evils, and to what extent they are chargeable upon 
trusts in the proper sense of the term. 

ANTI-TRUST LEGISLATION. 

A full and specific statement of the evils supposed to be 
inflicted upon the public by trusts may be obtained by 
studying proposed and enacted anti-trust laws. Bills to 
suppress trusts have been presented in Congress and in 
nearly every State of the Union, and in many States have 
become laws. These bills can be safely assumed to set 
forth the opinions of all classes of people in all portions of 
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the land, expressed in the clearest terms. An examina- 
tion of scores of such bills shows that the evils which 
legislators are anxious to suppress can be classified under 
a few heads. 

A law passed in Missouri "for the pimishment of pools, 
trusts and conspirators" enacts that any corporation, part- 
nership or individual shall be guilty of conspiracy who 
shall enter into any pool, trust, agreement, combination, 
confederation or understanding with any other corpora- 
tion, partnership or individual, to regulate or fix the price 
of any article of merchandise, or to fix or limit the amount 
or quantity of any article to be manufactured, mined, pro- 
duced or sold in the State. 

A law in Texas makes it a criminal offense for persons 
to enter into any contract or agreement not to sell, dis- 
pose of or transport any article below a common standard 
figure, or to keep the price of any article at a fixed or 
graduated figure, or to establish or settle the price of 
any article between themselves or themselves and others, 
or to preclude a free and unrestricted competition among 
themselves or others. It defines a trust to be a combina- 
tion of capital, skill or acts by two or more persons for 
any of the purposes above mentioned and numerous 
others, including a combination of capital or skill for the 
purpose of reducing prices. 

A law enacted in Kansas to declare unlawful trusts 
and combinations makes criminal trusts, combinations and 
agreements designed or which tend to advance, reduce or 
control the cost of articles or services. 

Laws in other States make criminal agreements to sell 
a limited or specific quantity of any article, to sell any 
article at a certain price, to settle or establish a price, to 
agree upon the amount of product which shall be sold 
or manufactured, to suspend or cease the sale or manu- 
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f acture of any product ; also agreements not to manufac- 
ture or produce any article, and not to produce, mine or 
manufacture more than a specified quantity within a speci- 
fied time. 

These laws may not be considered as embracing the 
more conservative views of those opposed to trusts. I 
now include, therefore, the most conservative of the many 
bills introduced in Congress and now pending in the 
Senate. The bill proposes to render criminal by Federal 
law an agreement between two persons "intended to pre- 
vent full and free competition," and also agreements "in- 
tended to advance the cost of commodities to the con- 
sumer." 

ALL CO-OPERATION RENDERED ILLEGAL. 

"Full" competition means unlimited competition. An 
agreement of partnership or of co-operation of any kind 
is an agreement intended to limit competition, and an 
agreement between partners or tradesmen to mark up 
their prices is an agreement intended to advance the cost 
of commodities to the consumer. Such an agreement be- 
tween two persons would, under the proposed law, sub- 
ject them to a fine of $10,000 and imprisonment for five 
years. 

It must be admitted that if agreements and arrange- 
ments of the character specified are made criminal, trusts 
will be effectually prevented, as will also all other busi- 
ness combinations and associations. Some of the results 
intended to be guarded against are inevitably produced by 
the formation of any partnership, association or corpora- 
tion. They may also be just as surely produced by agree- 
ment, understanding and arrangement without the forma- 
tion of either of the forms of combination named. These 
laws prevent any co-operation in business. 
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The evils specified, if evils at all, are inherent in busi- 
ness to such an extent that it cannot be carried on without 
them. Destroy the freedom of contract as proposed, and 
business in the modem sense of the term becomes impos- 
sible. Business men would never meet together without 
violation of the law. The "higgling of the market'' by 
which prices are made and unmade would become a crime. 
Fixing of prices by partners on the products in which 
they deal would constitute a conspiracy. 

A slight consideration only is necessary to establish this 
conclusion. Two grocers in a country village are in com- 
petition and have carried their competition to such an ex- 
treme that both are on the verge of ruin. They come to- 
gether and agree to cease competing and to combine their 
business by establishing a partnership. They fix their 
prices at a remunerative figure and agree not to sell below 
such a figure. They agree in what articles they will deal, 
and that they will not deal in others. They agree to man- 
ufacture some of the products in which they deal, but to 
restrict their manufacture within certain limits. Having 
close rivalry in a particular commodity, they agree to put 
the price of that commodity low in order, if possible, to 
secure the whole business to themselves. They find it also 
necessary to advance the price of other articles. 

This will be recognized as a statement of ordinary 
transactions such as take place every day in business. It 
will be readily admitted that if such transactions are ren- 
dered criminal no business can be carried on. Traders 
will close their shops or crowd the penitentiaries. A ref- 
erence to the catalogue of crimes above enumerated will 
show that the parties to such a transaction have filled full 
the sum of all the specified villainies. They have entered 
into a combination, confederation or trust. They have 
thereby lessened and possibly destroyed competition with- 
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in the sphere of their business. They have advanced the 
price of commodities. They have done acts intended and 
tending to force a competitor out of business. They have 
agreed to fix, increase and also to diminish prices. They 
have, by combinations of persons and capital, affected 
prices and production. Possibly, also, by combination of 
skill they have been able to reduce prices, which is a 
heinous crime by the law of Texas, and is proposed by 
the Senator from Texas to be made a crime by Federal 
law. 

There is not a business man, no matter how honorable, 
who has not again and again offended against the whole 
law. Can men bargain without fixing, limiting, increas- 
ing and reducing prices? Can individuals associate in 
business without power to fix, limit, increase and reduce, 
as business exigencies demand, the amount of their out- 
put? Can persons associate and co-operate without 
lessening competition? Can persons compete success- 
fully without endeavoring to draw business to themselves, 
and is not the tendency of all successful competition to 
force the weaker competitors to the wall ? Business will 
be individualized with a vengeance when freedom of 
contract is destroyed to the extent these proposed and 
enacted laws demand. It will be relegated to the original 
and aboriginal plan. 

It is often stated that agreements in restraint of trade, 
or tending to prevent competition, or fixing prices, are 
contrary to common law. It must be apparent that if 
this statement is true business can only be carried on 
contrary to law. The truth is that some such agreements 
are contrary to law. When all such agreements are 
made illegal the law will become a dead letter or business 
will stop. The common law permits a party to purchase 
the business of another for the very purpose of preventing 
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competition. Co-operation, though it prevents the rivalry 
of the parties co-operating, is not forbidden. Persons 
may associate in business for the purpose of selling at 
lower prices, although the inevitable effect will be to ruin 
others already in the business, and so far from being 
criminal, it is pronounced by our highest courts to be 
meritorious and public-spirited. Persons may form part- 
nerships and fix and regulate their prices, and raise them 
and lower them, and agree that they will sell this and 
will not sell that, and fix and limit the amount they will 
manufacture, produce, buy and sell, and they may push 
their business by their lawful means, although others in 
the same business are crowded out in consequence, and 
no court within the last century has dreamed of. pro- 
nouncing such partnerships or such business contrary to 
public policy. 

The proposal and enactment of laws of this character 
in order to prevent trusts brings out in strong light a 
fact which I wish to emphasize, and to which all I have 
said is preliminary, namely, that a trust is an association 
for business purposes, and laws to prevent trusts are 
necessarily laws to prevent association or co-operation in 
business. 

The real question in regard to trusts is not whether 
the purpose of this trust is good and of that one bad, 
but whether association for business purposes is injurious 
to the public, and to what extent, if at all, the right of 
association should be limited. 

I prefer to discuss this question in the light of expe- 
rience rather than to spin fine theories. 

Less than a century ago combinations in business, re- 
gardless of form or magnitude, were deemed nuisances 
and conspiracies. Laws were enacted making it criminal 
for five or more persons to associate, either by covenant 
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or partnership, for dealing 'in coals and other commodi- 
ties. Joint-stock associations were denooinced as crimes- 
Laws were passed which recited that "opening books for 
public subscription and drawing persons to subscribe was 
dangerous and mischievous" ; that "the combining of per- 
sons and capital and the issuing of transferable stock 
was a public nuisance," and the offenders were subjected 
to a forfeiture of all goods and lands, and to imprison- 
ment for life. The objections to associations then were 
the same reiterated with so much force to-day. These 
laws were based upon the reason that "the clubbing to^- 
gether of numbers of persons for the purpose of carrying 
on trade is calculated to put down individual industry and 
competition, and thereby to increase prices." So great 
was the fear of this influence on prices that it was crim- 
inal for workingmen to combine to obtain an increase of 
wages. Prices of provisions might rise, the coin might 
be debased, but workingmen could not unite to ask for 
a corresponding increase for their work under fear of 
punishment. Ordinary and essential business transac- 
tions were made criminal by law because supposed to in- 
crease prices. A man might not buy goods on the way 
to market, or buy to sell again in the same market, or 
buy in large quantities. Any person who made any mo- 
tion by word, letter, message or otherwise to any person 
for the enhancing of the prices of goods was guilty of 
crime. One man was convicted for expressing the opin- 
ion that the hop crop was exhausted and prices would 
rise, and another for purchasing 250 bushels of oats and 
selling them at a profit of six cents a bushel. These 
practices, it is said, had a tendency to deprive the poor 
of the necessities of life and "blinked upon murder." 

None of these laws interfered with freedom of contract 
to so great an extent as the anti-trust laws above referred 
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to. They made combination criminal, it is true, as well 
as all acts tending to increase prices, but persons might 
^till fix and establish their prices and agree not to sell 
below a remunerative profit. Producers might still agree 
to restrict over-production, and traders might still unite 
their money and skill to some extent in order to reduce 
<:ost of production. 

COMBINATION JUSTIFIED BY INGUSH LAW. 

What was the effect of these laws? They restrained 
freedom of contract and the free course of trade. Conse- 
quently trade was injured and prices rose. Workingmen 
starved. The jails were filled with sturdy beggars and 
vagabonds. Business, in our modem sense of the term, 
was unknown and impossible. After a full and fair test 
of legislation of this character, it was all swept from the 
statute book "in penitential shame," and with the con- 
fession that it produced the results it was intended to 
prevent. 

In the meantime trade necessity became greater than 
law. Capital and skill were combined, although such 
combination was criminal. Without association and co- 
operation trade as now understood was impossible. Eng- 
land's huge manufactories, her great warehouses and 
steamships would never have been built. Her wealth- 
giving mines would have remained unopened. The law 
was forced to give way, though slowly and sullenly, and 
to leave trade free. Competition was free, and com- 
bination must, therefore, necessarily be free, for combina- 
tion is but a form of competition. "Where combination 
is possible competition is impossible," was proven to be 
a popular fallacy, for combination became not only possi- 
ble, but the rule of business, and still competition in- 
creased. "Where combination is impossible, business is 
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impossible," and **where combination is possible compe- 
tition is the strongest and produces the best results," are 
truths firmly established by business experience. The 
latest utterances on this subject by the English Court of 
Appeals show that the law and ordinary business common- 
sense are at last in harmony. This court, announcing the 
law of England as it is to-day, says that although the 
intent of combination is to check competition, the means 
it uses is competition ; that parties combined to do lawful 
business are not unlawfully combined ; that it is perfectly 
legitimate to combine capital for all purposes of trade for 
which capital may, apart from combination, be legiti- 
mately used in trade; that the statutes repealing the many 
acts relating to combinations and to prevent increase of 
prices were a confession of failure in the past and the 
indication of a new policy for the future ; that the policy 
of law as at present declared by the Legislature is against 
all fetters on combination and competition unaccompanied 
by violence or fraud, or other like injurious acts; that 
parties thus combined may carry competition to any 
lengths that individuals may do; that to say that a man 
may trade freely, but that he is to stop at any act which 
is designed to attract business to his own shop, would 
be a strange and impossible counsel of perfection; that 
to limit combinations would in the present day be im- 
possible, and would only be another method of attempting 
to set boundaries to the tides. 

PUBLIC OPINION RAPIDLY TRANSi^ORMING. 

In this country the tide has set in the same direction. 
Prior to the Revolution combinations in manufactures 
and trades were rare — industry was carried on by indi- 
viduals — large capital had not been accumulated in a few 
hands. Do we really desire to go back to the golden 
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age when our grandmothers with their spinning-wheels 
were our principal manufacturers? One anxiously de- 
sirous of a return to that primitive form of society can 
still find it "far from the madding crowd," in the motm- 
tains of North Carolina or Tennessee, or among the Aca- 
dians in Louisiana. 

Business in this country is now carried on through com- 
binations, and cannot be carried on otherwise. Slowly 
but surely the law has recognized their necessity and 
utility. The Legislatures have removed restrictions and 
limitations. The courts have announced that laws pre- 
venting freedom of contract were of doubtful utility ; that 
encouragement should be held out to individuals to em- 
bark large capital in trade ; that a man should be allowed 
to sell the good-will of his business and the fruits of his 
industry on the best terms he can obtain; that it is now 
the genius and policy of the law, through the instrumen- 
tality of corporations, to promote industry and thrift in 
different classes of commerce ; that corporations have be- 
come among the greatest means of State and National 
prosperity; that combination stimulates to competition, 
and enables men to engage in industry too weighty for 
one individual; that there is scarcely a branch of trade, 
from the very largest to the smallest, that does not feel 
the exciting and invigorating influence of the wonderful 
instrumentality of corporations. They engage in com- 
merce ; they build and sail ships ; they bring the products 
of earth and sea to market; they open and work mines; 
they build railroads; they keep the spindle and shuttle 
in motion. 

Political economists have been in advance of judges in 
recognizing the utility of combinations. Adam Smith 
pronounced the English law^s, which are now being re- 
enacted in this country, as absurd as the laws against 
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witchcraft. John Stuart Mill says that "large systems of 
business for large markets are wholly beneficial, and that 
the productive power of industry must suffer by what- 
ever impedes the formation of large capitals." Henry 
Carey says "the more perfect the power of association 
the greater is the power of production, and the larger 
the proportion of the product which falls to the laborer's 
share." All modern economists agree that experience has 
settled the once doubtful problem; that combination of 
persons, skill and capital is indispensable and is in the 
public interest; that these aggregations must grow as 
markets widen and business grows, and that we are des- 
tined to see new developments of the power of aggre- 
gated capital to serve civilization. The lesson of expe- 
rience is that although the direct and primary tendency of 
combinations is to lessen competition, their ultimate effect 
is to stimulate competition and to place it on a higher 
and more eflFective plane. 

The last quarter of a century has been emphatically an 
era of combination in business. Has competition been 
destroyed? On the contrary, it was never so strong. 
Effort impels to effort— combination begets combination. 
New industries are built up — ^new markets are opened — 
new methods of manufacture invented. It is the law of 
life. By each striving to get ahead, all make better 
progress. 

GOOD SI^FSCTS 01^ COMBINATION. 

Have prices been increased? On the contrary, com- 
bination in business and low prices have ever gone hand 
in hand. Combination has never been so great as in the 
last fifteen years, and prices have never ruled so low. 
Much of this decrease may be attributed to improved 
methods of manufacture, new machinery and lower trans- 
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portation. It is still true that aggregated capital was 
essential to the adoption of new machinery and improved 
methods of manufacture, and that lower transportation 
is the direct result of combination of railroads, which has 
taken place in defiance of public opinion. 

Has the individual been crushed out? To some ex- 
tent, undoubtedly, as a solitary individual. But he has 
found a larger sphere for his efforts through association 
with other individuals. No day has ever equalled to-day 
in the business opportunities offered intelligent and indus- 
trious men. Employes can, and many do, invest their 
savings in the stocks of industrial corporations and asso- 
ciations, and thus share in the profits of the business. In 
this direction lies the ultimate solution of the problem 
of profit-sharing between employer and employe. Legis- 
lators can wisely turn their attention to sucti measures 
as shall tend to make such investments free from all risks 
except legitimate risks. Prevention of stock-watering, 
with its progeny of stock manipulation and corporation- 
wrecking, will encourage workmen to share the profits of 
business. 

Has the wage-earner suffered? On the contrary, new 
avenues of labor have been opened, the demand for labor, 
and particularly skilled labor, has increased, wages are 
higher, the cost of living is lower, and the condition of 
the laboring man never so good as to-day. If there are 
exceptions, they arise out of excessive competition in cer- 
tain classes of the labor market, caused in this country 
by excessive immigration of unskilled laborers. Accord- 
ing to Mr. Atkinson, since 1865 wages of skilled workmen 
have advanced 108 per cent.; of average mechanics, 90 
per cent. ; of factory operatives, 78 per cent., and of com- 
mon laborers, 60 per cent. The cry that "as the rich 
grow richer the poor grow poorer" is the reverse of the 
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truth. Poverty is due to the fact that the aggregated 
wealth produced is too small, much more than to the 
unequal distribution of that which is produced. If the: 
surplus income of all employers were annually distributed 
among all laborers, it would not essentially improve their 
condition, and it would bring trade to a standstill in a. 
few years for want of active capital to carry it on. What 
is needed is an increase of wealth-producing forces and 
greater economy in business. To accomplish this aggre- 
gated capital and co-operation in business are absolutely 
necessary. 

With such a quarter-century of experience of the ad- 
vantages of association in business behind us, the man 
who still fears the combination will destroy competition 
and produce high prices would have feared a conflagra- 
tion during Noah's flood. 

The question remains, should the right of association 
be limited ? If so, where shall the line be drawn ? When 
is an association dangerously large? Our lawmakers and 
some of our courts say when it tends to prevent compe- 
tition. Every business partnership and corporation, as 
we have seen, tends to prevent competition. If a business 
is small a small combination may for a time monopolize it. 
If a business is world-wide an immense combination can 
effect competition in but a slight degree. The line drawn 
at "tending to prevent competition" is purely imaginary. 
If strictly adhered to, it would prevent all business asso- 
ciation, and its only effect is to keep all such associations 
under the ban of the law. Combination may be con- 
demned when it renders competition impossible, but not 
when it limits or tends to prevent it. 

A learned court has very lately attempted to define the 
lines by asserting that when the object of the association 
is "to promote the interests and add to the profits of the- 
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associates" human selfishness is such that it may legally 
be inferred that this object will be accomplished in an 
unlawful way, and therefore such an association is illegal. 
Far better to have decided, not without precedent, that all 
combination is criminal, than to have resorted to so pecu- 
liar a process of reasoning to find all business association 
illegal. 

MODERN CONDITIONS MAKE COMBINATION NECESSARY. 

The magnitude of business associations cannot be limit- 
ed until the magnitude of the business is limited. As 
business increases and markets widen, greater combina- 
tions of capital will be required, and the magnitude of the 
business associations will increase. Any attempt to limit 
association will be as ineffectual as an attempt to limit the 
tides. 

If combinations are formed, as no doubt they have been 
and will be, for evil purposes, or if evil effects are pro- 
duced by association, the law must direct its attention to 
the remedy of the specific evils. It is vain to hope to 
eradicate them by destroying or limiting the right of 
association. 

No association, call it trust or what you may, is de- 
fensible unless formed for legitimate business. Their 
legitimate purpose and effect is that of increasing 
production, opening wider markets and increasing con- 
sumption, lessening expenses of manufacture and sale, 
adopting the latest improvements and best methods of 
business, and thus giving to the public the best product 
at the smallest remunerative prices. This is the legiti- 
mate purpose of a trust, and every trust formed and 
operated upon any other idea is doomed to inevitable 
failure. It is a mode of business requiring too great an 
investment of capital and involving too many risks to be 
resorted to for the mere purpose of "cornering." Trust 
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certificates are not as available as corporate stocks for 
the purpose of speculation, and should not be used for 
that purpose. Where this is a desideratum, trusts already 
formed will find they have made a mistake, and dissolve 
and reorganize as corporations. Trusts have not revolu- 
tionized business, as many suppose. It is some eight 
years since they began to attract public attention, and I 
cannot learn that a dozen actual trusts ever existed. For 
reasons above stated, some have dissolved and reorgan- 
ized in Other forms. There are innumerable trade agree- 
ments and arrangements now popularly called trusts. 
They have always existed, and always must exist if busi- 
ness is to continue. The price of everything in market 
is, to some extent, regulated by dealers, and in the nature 
of things it cannot be otherwise. Competition is a species 
of warfare, and no law can compel men to continue at 
war when it is for their interests to agree. No law can 
prevent two country grocers from agreeing at what prices 
they will sell sugar, or two neighboring farmers from 
having an understanding as to the price at which they 
will sell their wheat. Long before trusts were heard of 
the wholesale price of every foot of rope, every pound of 
hardware, every square of glass — in fact of every article 
of importance in trade — ^was to some extent regelated and 
fixed by dealers' associations, committees, or some mode 
of trade arrangement or understanding. Notwithstand- 
ing this well-known and long-continued system of busi- 
ness, prices have gone down and not up. The reason is 
plain. People who invest capital in a business strive to 
make that business permanently successful. To that end 
it is to their interest to keep prices at the lowest profitable 
point in order both to encourage consumption and to keep 
out competition. Large sales with small profits are better 
than small sales with large profits. Every advance of 
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price lessens the number of consumers, while it invites 
competition of producers. Potential competition is as 
effective in preventing extortionate prices as actual com- 
petition. 

The influence of trusts on business has not differed 
from that exercised by partnerships and corporations. 
Since the petroleum trust was formed, petroleum has de- 
creased in price; the product is safer and better; the 
output has increased; exports have increased in spite of 
foreign competition, which would have ruined our foreign 
trade but for the power of aggregated capital in pro- 
ducing business economies in the manufacturing and mar- 
keting of our product. The business has given employ- 
ment to a constantly increasing force of workmen, who 
obtain constant employment, sure pay, and above the 
average wages. Every intelligent workman has a chance 
to rise. Hundreds are drawing large salaries who began 
as ordinary employees. Employment is anxiously sought 
by the better class of workmen and strikes are almost 
unknown. Competition has not been destroyed. The 
amount of oil refined to-day by competitors of the trust 
exceeds the total quantity refined at the time the com- 
bination was formed. 

II^I^^GAI, MJ^THODS SUR^ TO KND IN DISASTER. 

Other trusts, it is claimed, have shut down manufact- 
ories and put up prices. In so doing they may have done 
a very wise thing, or may have been guilty of foolish,^ 
immoral and illegal acts. It all depends on circum- 
stances. If the price of the product was so low that 
manufactories were losing money, it was no crime to cur- 
tail production and stop selling at a loss. Competition 
may be carried on until the weakest are ruined, workmen 
thrown out of employment and creditors unpaid, or the 
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inevitable may be foreseen and prevented by agreements, 
arrangements, compromises and associations. It will be 
a serious day for business when such agreements, ar- 
rangements and combinations are prevented by law. If, 
however, trusts have attempted to extort an unjust price 
for products they adopt an illegal policy sure to end in 
loss, if not in ruin. 

My anti-trust readers may say that the admission here 
made that combinations may be instrumental in unduly 
restricting production and in extorting unjust prices, even 
for a limited time, is a yielding of the whole question; 
that this is what they particularly desire to prevent. I 
am glad to meet such a reader on common ground. Men 
are seldom far apart in their views of right and wrong 
when once the questionable subject is clearly defined. 
Few sane persons will assert that those combinations are 
either beneficial or legitimate which are formed not for 
the purpose of carrying on lawful business; not for the 
purpose of obtaining the many legitimate advantages of 
association ; not for the purpose of avoiding the disasters 
which often overtake business by reason of excessive com- 
petition and over-production, but for the purpose of un- 
duly restricting production and extorting undue prices 
from the public. Such combinations may take the form 
of a trust or any other form, and in any form are con- 
trary to law. If our Legislatures deemed it necessary to 
re-enact the common law on this subject or to prescribe 
additional penalties, no word would be raised in opposi- 
tion. The evil is specific, clear and well-defined. No cir- 
cumlocution is necessary in order to reach it by pro- 
hibitory legislation. But our special wonder is excited 
when Congress and a score of State Legislatures gravely 
propose to eradicate this evil by prohibiting all business 
association and all agreements and arrangements in rela- 
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tion to prices and production. The Interstate Commerce 
law prohibited the charging of unjust and unreasonable 
prices for transportation. That is a direct, as well as 
an effective, mode of reaching a specific evil. It was 
never seriously suggested that all charges for transporta- 
tion be made criminal because an unjust and unreasonable 
price might be extorted. Such action would, however, 
have been fully as wise as to prohibit all combinations 
because some may be for an improper purpose, and to 
make criminal all agreements and arrangements which 
influence production and prices, because agreements and 
arrangements may be made to extort undue prices. "To 
choose that which is good and reject that which is evil, 
how wise is this !" said a Japanese philosopher. If this 
were kept in mind we would hear less demand for laws 
which destroy freedom of contract and the right of busi- 
ness association, the two most necessary and effective in- 
struments of modem industry. 



TEN YEARS 
OF THE STANDARD OIL TRUST.* 



When I requested a friend who was denouncing trusts 
to state the grounds of his objections, he answered vigor- 
ously : "Trusts are combines, and that settles the whole 
question." The public is inclined to close the contro- 
versy about trusts in the same manner. It must certainly 
be admitted that the trust is a combine ; and so is a part- 
nership or any other business association. If all combi- 
nations are to be suppressed, all associations in business 
must cease. Some objectors, including law writers and 
judges, not a whit more logical than my friend, define 
trusts to be combinations for certain illegal purposes. 
Such a definition also settles the whole question. If 
trusts are combinations for illegal purposes, no more can 
be said in their favor than in favor of a partnership or any 
other association for illegal purposes. 

The real question is. What is the objection to trusts, 
combinations, or associations formed not for illegal pur- 
poses, but for the purpose of carrying on business? So 
long as the business is small and the trust is formed by a 
few persons and called a partnership, there seems to be 
no serious objection on the part of the public. If the 

* From The Forum, May, 1893. 
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trust takes the form of a corporation not too large or too 
successful, people not too much tained with socialism 
seem willing to tolerate it. If it takes the form of a large 
corporation, does a large business, and makes much 
money, it is denounced by persons of communistic tenden- 
cies, and it is yet to be determined whether it will be 
allowed peaceably to exist. If it takes the form which 
gave rise to the name of Trust as applied to business as- 
sociations, namely, a trust of corporate stocks by means 
of which a body of men united in interest are enabled to 
carry on business through separate corporate agencies, it 
is not at all tolerated, is even denounced as a crime ; and 
yet no objection on the ground of antagonism to public 
interests can be urged to such an association to which any 
other business association is not equally amenable. 

Reasonable persons opposed to trusts, if they will an- 
alyze their reasons, will find them based upon the opinion 
that certain evils are incident to all associations ; that these 
evils increase as the association increases in wealth and 
power; and that by reason thereof association itself may 
be carried to such an extent as to become a public evil. 
The real question concerning trusts, therefore, is whether 
the evils incident to large associations for business pur- 
poses are such as to render these associations contrary to 
public policy. The present controversy in relation to 
trusts is but the continuation of a struggle that has been 
in progress for five centuries. It is the assertion, on the 
one side, of the right of freedom of association for busi- 
ness purposes, and on the other side a denial of that right 
because association tends to monopoly, tends to increase 
prices, tends to suppress competition, and tends to crush 
out individual industry. The advocates of liberty of as- 
sociation admit that association confers power upon the 
associates, that it gives them an advantage over unasso- 
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ciated individuals, and that such power may be used for 
evil as well as for good. On the other hand, they allege 
that association is a necessary instrument of modem in- 
dustry; that it co-operates with and is made necessary by 
the steam engine, the railroad and the power loom ; and 
that, while these instrumentalities of modem industry 
may produce some evils, such evils are more than cotmter- 
balanced by the advantages conferred upon mankind. 

During the five centuries of conflict referred to, the 
theory has always been that associations tended to increase 
prices and to oppress the public ; the facts, however, have 
always been contrary to the theory. Legislators and jus- 
tices in olden days feared high prices more, if possible, 
than witchcraft, and the former fear has not entirely 
passed away with the latter visionary terror. The at- 
tempt by law to fix, regulate, and protect prices, directly 
or indirectly, has never ceased. Laws regulating the 
prices of bread and beer are so old that their date is not 
known. From the fourteenth to the nineteenth century 
the statute-books abound in regulations of prices of meat, 
clothing, poultry, and wine. Not only were prices fixed 
by law, but other laws were enacted to prevent laws fixing 
prices from being violated. Thus it was that it became 
criminal to buy commodities on their way to market, to 
buy in order to sell again in the sanie or a neighboring 
market, and to buy in large quantities. Thus also origi- 
nated the whole brood of crimes known as offenses or con- 
spiracies against trade. Thus also originated the laws, 
both statute and common, against associations or com- 
binations of business men. 

Permit a brief reference in illustration of this fact to 
the laws against combinations of laborers. But one rea- 
son was ever given for these laws ,namely, that high 
wages caused high prices for the necessaries of life. The 
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earliest statute against combinations, in 1425, made it a 
felony for masons to confederate together to raise their 
wages above the amoimt fixed by law. From that date, 
for nearly five centuries, wages were fixed by law, and 
workmen were forced by penalties to work at the fixed 
rates. Not only were workmen punished for taking 
greater wages than those fixed by law, but employers were 
punished for paying them. By some statutes justices and 
mayors were permitted to fix the rates of wages, they to 
be governed in so doing by the cheapness and deamess of 
the necessaries of life. 

Against these infamous laws laborers combined, labor 
guilds and secret societies innumerable were organized. 
It became necessary, therefore, for the law to attack com- 
binations which were intended to keep up rates of wages. 
Thus it was that combination itself became a crime in the 
eyes of the law and in the estimation of lawmakers, who 
were consumers, not producers, esteeming laborers as 
little better than slaves, and shopkeepers and men of busi- 
ness as scarcely worthy their attention. The effect, as 
they supposed, of every combination of workmen, manu- 
facturers, or traders was, by increasing wages, to increase 
the price of the necessaries of life. By Statute 24th 
Edward III., "alliances, covines, congregations, chapters, 
ordinances, and oaths made by masons and carpenters 
shall be void and annulled." The object of the infamous 
"statute of laborers" of 5th Elizabeth, which fixed hours 
of labor and empowered judges to fix rates of wages, was 
to break up combinations of laborers. The Act of 40th 
George III. made criminal any combination between 
workmen for the advancement of wages. Even after 
these acts were repealed, laborers were punished by the 
judges upon the ground that combination was an oflFense 
at common law. Lord Kenyon said that not only was 
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a combination of workmen to obtain an increase of wages 
indictable, but it would be indictable in the master to 
agree to raise wages. Now, I think it will be admitted 
that workmen have the right to combine to obtain fair 
wages, and it is true, whether admitted or not, that good 
wages do not increase the price of products. These laws 
against laborers are a fair sample of enactments intended 
to prevent increase of prices, and they show the origin 
as well as the effects of the prevalent opinion that the 
purpose and tendency of all combinations was to increase 
prices. 

Laws as severe as those against combinations of la- 
borers were for like reasons directed against all manner 
of business associations. So strong was the feeling of 
the governing class against such associations that judges 
frequently pronounced combination a crime in itself- 
Yet, as already said, business combinations were common. 
Partnerships existed, and all the potency and tendency 
that inhere in any combination, be it joint-stock associa- 
tion, partnership, or trust, to repress competition, to fix 
and influence prices, to restrain production, and to mo- 
nopolize business, exist in the partnership. We may won- 
der that men denounced as wholly evil, and the law pun- 
ished with severity, combinations, and yet this form 'of 
combination went unchallenged. Singular as it may be, 
the same fact exists to-day, and legislators and judges de- 
claim against combinations, apparently in earnest, when 
they themselves belong to combinations and know well 
that the business of the country cannot be carried on 
without them. Call the combination a partnership, and it 
is all right ; call it a corporation, and it is barely tolerated ; 
call it a trust, and it is a crime : yet the difference is only 
in name. Even partnerships were not entirely allowed 
to escape unchallenged. As late as the 17th George III.,. 
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Statutes were enacted making it a penal oflfense for any 
number of persons above five to associate either by cov- 
enant or partnership for dealing in bricks, coals, and other 
commodities. The reason for such laws was always the 
^ame : that such covenants and partnerships tended to in- 
crease prices, to repress competition, and to monopolize 
business. 

It is necessary only to refer to the frenzy into which 
association by means of joint-stock companies threw our 
English ancestors. The Act of 1719 recited that "to open 
books for public subscription and getting persons to sub- 
scribe was dangerous and mischievous," and enacted that 
^'the combining of persons and capital and the issuing of 
transferable stock was a public nuisance." The offenders 
were subjected to a forfeiture of all lands and goods and 
to imprisonment for life. This law remained upon the 
statute-book until 1825. Few persons, however, were con- 
victed under it, and none punished. In spite of the law, 
joint-stock associations multiplied in England. They 
were a necessity of business, and necessity knows no law. 
So far from destroying competition and raising prices, 
their effect was exactly the reverse. Competition in- 
creased, prices were lowered, and business and wealth 
were created. To-day they are acknowledged by all 
economists to be a leading instrumentality in England's 
lousiness prosperity. If these laws had been strictly en- 
forced, England would still be in the barbarism of the 
fourteenth century. Business, commerce, and trade are 
the necessary precursors of civilization; and under such 
laws, rigidly enforced, business, commerce and trade were 
impossible. But slightly enforced as they were, their 
effect may be learned from the preamble to the statutes 
hy which finally all laws of that nature were repealed, 
namely, that by interfering with business they had in- 
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creased prices and thus had produced the effect they were 
intended to prevent. 

The conflict between law and freedom of association in 
England reached the beginning of the end with the repeal 
of the statute against laborers, in 1825. It approached 
its termination with the repeal, in 1844, of forty statutes 
which had been created to protect prices by preventing so- 
called offences against trade, including combinations, and 
it ended when joint stock association laws were passed 
conferring upon each and every individual the absolute 
right to associate for business purposes, without restric- 
tion as to number of persons, amount of capital, or the na- 
ture of the business. This battle was fought in England 
for five centuries; and liberty of association did not tri- 
umph until it had been demonstrated by long and bitter 
experience that association was essential, that its tendency 
was not evil, and that laws against it created the evils 
which they sought to prevent. 

Trusts or business associations are seldom spoken of 
without reference to the great battle against monopolies. 
Kings and legislators, while creating and punishing ab- 
surd and imaginary offences against trade, were busily en- 
gaged at the same time in creating and selling monopolies 
to their favorites. They sold to one the privileges denied 
to another; nay, more, in some cases the severe laws 
against associations and other offences against trade were 
enacted to protect monopolies. It is notorious that the in- 
famous Bubble Act, making the formation of joint stock 
associations a penal offence punishable with imprisonment 
for life, was enacted for the purpose of protecting the 
monopoly granted to the South Sea Company against 
competition by voluntary associations. The struggle 
against monopoly was a struggle for freedom of associa- 
tion, and against laws which impeded that freedom. It 
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was a battle not only against exclusive privileges of trade, 
but also against exclusive privileges of combining for the 
purposes of trade. The battle against monopolies was not 
won until the act was passed enabling any five or more 
persons to form joint-stock associations and to issue trans- 
ferable shares — the identical thing which for a century 
had been a crime punishable with imprisonment for life. 

The battle of trusts in England has been fought and 
won. The benefit and right of association for business 
purposes without limitation has been recognized and le- 
galized. The law has lately been amiounced in a cele- 
brated case to be that although the effect of combination is 
to check competition, the means it uses is competition; 
that parties combined to do lawful business are not un- 
lawfully combined ; that it is perfectly legitimate to com- 
bine capital for all purposes of trade for which capita) 
may, apart from combination, be legitimately used in 
trade ; that the statutes repealing the many acts relating to 
combinations and to prevent increase of prices were a con- 
fession of failure in the past and the indication of a new 
policy for the future ; that the policy of law as at present 
declared by the legislature is against all fetters on combi- 
nation and competition unaccompanied by violence or 
fraud or other like injurious acts ; that persons thus com- 
bined may carry competition to any lengths that indi- 
viduals may ; that to limit combinations would be impos- 
sible, and would be another method only of trying to set 
boundaries to the tides. 

The same battle has been fought and won also in all the 
commercial countries of the European continent. Joint- 
stock associations may be formed by any who may desire, 
for any business purpose. It may be said the same laws 
exist in this country. It is true they do exist, or rather 
have existed until lately, in many of the States ; but ours 
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is a federal government, and a corporation of one State 
has no rights which another State is bound to respect 
The aim of the trust, in the proper sense of that word, 
was to use the corporations of different States as agencies 
in a joint business. If corporations could have been 
formed under the Federal law, a trust never would have 
been heard of. Until corporations can be formed with 
rights in all States, hostility to trusts is a menace to le- 
gitimate fusiness, and prevents that large liberty of asso- 
ciation which the magnitude of our commerce demands. 

It seems unaccountable that in this country and this age 
there should yet be lingering doubts of the benefits of as- 
sociation in business. It is useless to discuss the question, 
because business is impossible without asociation. Our 
continent is large, the railway and telegraph have brought 
together the most remote points, our production is enor- 
mous, the world is our market, and combinations of capi- 
tal, persons and skill must be sufficiently great to meet the 
demands of our trade. The last twenty-five years have 
been notable for the number and magnitude of business 
associations. Instead of competition being destroyed, it 
was never so strong and effective. Prices have been de- 
creased to a wondeful extent. Individual prosperity was 
never greater, the wages of labor never higher, and the 
condition of laborers never so good. 

While contending that association decreases prices, I 
must necessarily acknowledge that it makes competition 
by individuals difficult. If it did not, it would not benefit 
the public. The only way to check competition is to lower 
prices, and the only way to encourage competition is to 
raise prices. It is the policy of this country to prevent 
advantages over industry as carried on by separate in- 
dividuals, the railroad, the telegraph, the corporation, and 
all our great commercial partnerships must be destroyed. 
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and business must be relegated to its pristine condition be- 
fore these great instrumentalities were invented. But so 
long as association is free, competition cannot be de- 
stroyed. Competitors must, however, adopt the methods 
and pursue the paths of progress adopted and followed by 
the most energetic, instead of standing still and crying 
for the Government to come to their rescue. 

The main purpose of this article is to show how one 
trust decreased prices. The discovery of petroleum by 
' boring through rock strata was made in 1859. As it was 
' soon obtained in large quantities, the question of its utili- 
zation and finding a market for its products became at 
once important. A great many manufactories were erect- 
ed for refining the crude article; but for many years the 
product was poor and dangerous, and the enterprises were 
not financially successful. A few persons who afterward 
became well known in the trade as Standard Oil men en- 
tered into partnership and erected a refinery at Cleveland, 
It was not until January, 1870, that their business became 
sufficiently important to justify the formation of a cor- 
poration for the purpose of carrying it on. They then or- 
ganized the Standard Oil CcMnpany, with a capital of 
$1,000,000. This company continues to manufacture 
petroleum products at Cleveland, its capital now being 
$3,500,000. But the business in which these persons were 
interested could not be confined to the city of Cleveland. 
That city was west of the base of supplies, and still further 
west of the principal market for domestic trade and the 
points of shipment for the export trade. Cleveland had 
some advantages in facilities for railway and water ship- 
ment to counteract its natural disadvantages. But to hold 
and increase their trade, these men early saw that more 
than a local business must be done. The supply of petro- 
leum came from Pennsylvania, and in that State it was 
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essential that corporate agencies should be established- 
They allied themselves with other persons engaged there 
in the same industry, and either organized corporations or 
purchased the stocks of corporations already organized,, 
in order to carry on business in that State through cor« 
porate agencies. 

, A Standard Oil Company was organized in Pittsburg- 
for the same purposes as the one organized in Cleveland, 
and the stocks of these two companies were eventually 
owned by the same persons. These individuals thereafter 
continued actively, individually as well as through the 
agency of several corporations, to extend and increase 
their petroleum business. They established agencies in 
different States for the sale of their products, and when 
the business of such agencies became of sufficient impor- 
tance to warrant it, they organized corporations under the 
laws of the proper States in order that the industry might 
be carried on under corporate agencies. They located 
manufactories at the seaboard for the export trade, which^ 
rapidly became enormous. They began the manufacture 
of crude materials, barrels, cans, paints, glue, acids, etc.,. 
necessary in their business, and in some cases organized^ 
corporations for the purpose of such manufacture. They 
became particularly interested in the matter of transpor- 
tation, and the stockholders of the various companies, as 
individuals, constructed pipe lines for carrying petroleum 
to the seaboard at the expense of millions of dollars, and 
held their interest as partners until corporations were es- 
tablished. It was the aim^ of these men to open markets 
for American petroleum. ' In order to introduce it into 
home and foreign markets, their energies and capital 
were directed to the making of safe and efficient illumi- 
nating oils and to the cheapening of manufacture not only 
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of the products of petroleum, but also of all the materials 
used in its manufacture and transportation. 

On the 2d of January, 1882, the number of persons 
j thus associated in carrying on the oil business in its differ- 
\ <^nt branches through the agency of corporations organ- 
1 ized by themselves for that purpose was forty. They 
! owned the entire capital of fifteen corporations and part of 
; the stocks of a number of others, the latter being prin- 
I <:ipally small companies engaged only in trading in oil. 
! Of the stocks thus held, nine persons owned a majority, 
\ and in consequence could cast the controlling vote in each 
I corporation. These persons entered into an agreement by 
which all their stocks were placed in the hands of the nine 
persons owning the majority as trustees. The trustees 
issued certificates showing the extent of each person's in- 
; terest in the stock so surrendered, and agreed to endeavor 
I to have the business of the several corporations conducted 
I for the best interests of all concerned. 
; It will readily be seen that this trust did not unite com- 
peting corporations, for the corporations were largely or- 
ganized as contributory agencies for the same business. 
The stocks were owned by persons who had long been 
united in building up and carrying on this business, and 
the voting power was then held, and continued to be held 
until the dissolution of the trust, on March 21, 1892, by 
the persons named as trustees by right of absolute owner- 
ship of a majority of the stocks. One effect of this trust 
IS apparent in the fact that during the ten years of is ex- 
istence the number of persons holding its certificates in- 
creased from forty to two thousand. Every clerk, agent 
and employee in the various corporations who could save 
a few hundred dollars purchased trust certificates, and 
thus became interested in the business and profits. If it is 
desirable to multiply the number who enjoy the profits 
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of production, how better can it be done than through 
ownership of stocks in industrial associations ? The prob- 
lem of profit-sharing can and will be solved in this way. 
Hundreds and thousands of employees and persons of 
small capital are by this means participating in the profits 
of the great industries of our land. 

Until 1872 but little progress has been made in the odl 
business ; the methods of transportation and manufacture 
were expensive, and the product poor even at the high 
prices obtained. The business of refining was not finan- 
cially successful. It was about that time that the men in 
control of the Standard Oil Company began to enlarge 
their business, to enter into association with refiners at 
other places, and to use the greater capital, experience and 
instrumentalities thus obtained in improving and cheapen- 
ing the methods of manufacture, the quality and cost of 
the products, the system of transportation, and in opening 
markets in foreign countries. The effect upon the busi- 
ness was soon apparent. In 1872 refined oil at wholesale 
averaged 23.5 cents per gallon. The output was about 
248,000,000 gallons, and the value of the exports at that 
price $34,000,000. The improvement in production and 
price from that date has been gradual and marked. In 
1890 the output was 13,027,000 gallons, the average price 
7.3 cents per gallon, and the value of exports at that low 
figure $51,500,000. The reduction in price between 1872 
and 1891 ws 16.2 cents per gallon, which shows $215,000,- 
000 per year saved to the public by reduction of price. 
Crude petroleum averaged $4.00 per barrel of 42 gallons 
in 1872 and $0.87 per barrel in 1890; so that $99,000,000 
of this annual saving is attributed solely to the reduction 
in the crude product consequent upon its enormous pro- 
duction. The remaining $116,000,000 per annum of sav- 
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ing is the result solely of cheapening the price of the man- 
ufactured products. 

This reduction has been accomplished in various ways. 
At first oil was barreled and transported from the wells 
to the refineries or railroads in wagons, and then by rail 
to the seaboard. The system of transporting by pipe lines 
was introduced prior to 1872, but was expensive and in- 
efficient. The Standard interest systematized and en- 
larged the local system and continued the lines to the 
principal cities of the seaboard. Thousands of tanks were 
erected to hold the surplus production, and as much as 
1,500,000,000 gallons of surplus oil have been stored in 
these tanks at one time. Pipe lines have been built to New 
York, Philadelphia, Baltimore, Buffalo, Pittsburg, Cleve- 
land and Chicago, and a network of feeding lines reaches 
from the wells to connect with the main lines. If these 
lines were laid continuously they would encircle the globe. 
When the producer of oil puts down a well, he notifies 
the pipe-line company, and immediately a pipe line is laid 
to connect with his well. The oil is taken from the tank 
at the well, whenever requested, into the large storage 
tanks of the company, and is held for the owner as long 
as he desires it. A certificate is given for it, which can be 
turned into cash at any time ; and when sold,it is delivered 
to the purchaser at any station on the delivery lines. A 
new oil-field was discovered last summer near Pittsburg, 
and in three months the production was 70,000 barrels 
per day. Yet pipe lines and storage tanks were built so 
rapidly that this enormous product was handled with 
scarcely any waste. 

The lines to New York deliver to the refineries at Long 
Island City and Bayonne 1,250,000 gallons per day. This 
is manufactured into a great variety of products, the 
principal one being illuminating oil. Some of the lUumi- 
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nating oil is barreled for local trade, some is shipped to 
other points in tank cars made for the purpose, some is 
placed in tin cans boxed in pine for the oriental markets ; 
but the greater part is pumped directly from the refineries 
into steamers carrying oil in bulk, and thus shipped to 
European ports, there to be pumped into huge tanks for 
further distribution by tank cars and tank wagons. The 
capital invested in this system of pipe lines, tank cars and 
tank steamers is more than $50,000,000. By this system 
oil can be placed at the seaboard and on tank steamers at 
less than the cost of a few miles of wagon transportation 
under the old system. 

The importance of this method of transportation can- 
not be overestimated at the present time. In Russia wells 
pour forth petroleum in almost unlimited quantities, and 
its price at the well is less than five cents per barrel. 
Their system of refining and marketing is copied from 
ours. The capital employed is large, and Russia is striv- 
ing for the markets of Europe and the East. They al- 
ready dispose of 1,200,000,000 gallons of the crude 
product per annum. Were it not for our pipe-line sys- 
tem, our tank-steamer system, our cheap methods of re- 
fining and manufacturing all necessary materials, we could 
not hold the export trade for a single year. This system 
could not have been built up without a combination of 
persons and capital. 

The actual cost of refining has been reduced since 1872 
about sixty per cent. This has been accomplished partly 
by the discovery and use of better prcesses and better ma- 
chinery, partly by the elimination of the waste once inci- 
dent to the business, and partly by the refiners' manufac- 
■ turing for their own purposes and cheapening the cost of 
the materials used in manufacturing oils. Residuum was 
formerly used for fuel ; now it is made into parafBne wax 
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and lubricating oils. Naptha was once little better than a 
waste product; now, as a component of gas, it lights the 
great cities of the land. Sulphuric acid is largely used in 
refining, and formerly cost $1.25 per hundred pounds; the 
Standard manufactures its own at a cost of eight cents per 
hundred poimds. In 1872 barrels cost the trade $2.35 
each ; the Standard manufactures them now at a .cost d 
$1.25 each. As 3,500,000 barrels are used per annum, this 
item of saving amounts to $4,000,000 per year. Tin cans 
are now manufactured by the Standard at fifteen cents less 
per can than they cost in 1874. Thirty-six million cans 
are used per year, and this saving amounts to $5,400,000 
anually. Thus I might speak of paint, glue, tanks, stills, 
pumps and pipes. 

Almost everything used in the oil business is manu- 
factured by some of the corporations which were created 
for the particular purpose. While the price of oil has 
thus been lowered, competition has not been destroyed, 
but is vigorous and effective. Thousands of workmen 
and persons of small capital are sharing the profits of the 
business, the wages paid are above the average, and 
American petroleum is holding its place in foreign mar- 
kets. Association was necessary to accomplish these re- 
sults. It is necessary to accomplish any great business 
end. Wise legislation and wise judicial exposition will 
strive to lessen and eradicate any real evils resulting 
from association without destroying an instrumentality 
capable of such beneficial results. Even men not accus- 
tomed to clear thinking should be able to detect a differ- 
ence between combinations designed to repress business 
and combinations for the purpose of carrying on business^ 
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